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Among the States ; 


New York Alcoholism Studies.—New York State's Inter 
departmental Health Resources Board, established in 
1956 to deal with medical problems that involve activities 
of several state departments, has announced a $168,000 
research program on problems raised by chronic alco- 
holism. Dr. |. Jay Brightman, Executive Director of the 
board, estimates that there are 500,000 excessive or prob 
lem drinkers in New York, and he predicts that the 
research program will be “of considerable service to the 
communities in developing their own programs of direct 
service for alcoholics.”” The board also plans to under 
take an extensive public information program. 


Western Mental Health Program.—IThe Western Inter- 
state Commission for Higher Education has announced 
a three-point program designed to improve, expand and 
supplement mental health activities in the eleven western 
states. The announcement followed an award of a Na 
tional Institute of Mental Health grant of $171,000 to 
finance the four-year project. Application for the grant 
was in response to a request by the Western Regional 
Conference of the Council of State Governments in 1956. 

Three regional activities are to be supported: encour 
agement of closer working relations between medical 
schools and state mental hospitals in the West; expansion 
of interstate mental health research activities; and organi 
zation of an interstate mental health training program. 

\ year-long, comprehensive survey of the need for 
strengthened training and research programs had been 
made by the commission in 1955-56, in Cooperation with 
the Governors, and special survey committees appointed 
by the Governors of all western states. 


North Dakota Mental Health Code.—On the basis of a 
report and recommendations by the Legislative Research 
Committee, the North Dakota legislature has modernized 
the state’s mental health laws, effective July 1. 

The legislation reflects full recognition that mental 
illness is a sickness, and that some formalized commit 
ment procedure should be observed to protect personal 
and property rights of patients. Statutory language has 
been revised so that the word “insanity” is no longer 
applied, except in connection with criminal proceedings 
because of legal precedents in such a context. The former 
“County Insanity Board” now becomes the “County Men 
tal Health Board.” It decides on admission of involuntary 
patients to the hospital and on the ability of voluntary 
and involuntary patients or their responsible relatives to 
pay for care and treatment at the State Hospital. Special 
emphasis is placed on the fact that a person committed 
to a mental institution is not automatically declared in 
competent; incompetency must be spec ifically determined 


in the manner provided by law. 
Under the new law, alcoholics and drug addicts are 


accepted as voluntary patients. If their affliction affects 
their entire mental health they can be committed invol- 
untarily. Epileptics basically no longer are considered 
mentally ill or feebleminded, and prohibition against 
their marriage has been removed from the statutes. 

The legislation stresses the need for qualified person- 
nel for intensified treatment. It provides stipends for a 
five-year residency program under which psychiatric resi- 
dents will be trained in Kansas or Nebraska for three 
years and devote the last two years of their training to 
service at the North Dakota State Hospital or other state 
mental health agencies. It is hoped that when more ade- 
quately trained staff is available, expanded outpatient 
services and intensified preventive efforts can lead to 
further reduction in the State Hospital population. 
School Annexation.—Ihe Wisconsin legislature has 
adopted an act to protect rural school districts from 
losing a large part of their tax base through annexation 
by adjoining cities. The act provides that if an annexa- 
tion posting includes more than one-fifth of a rural 
school district, the residents of the remainder of the dis- 
trict must be given opportunity to join in the annexa- 
tion. If they reject it in a referendum the annexing city 
may then proceed with the original annexation project. 

SREB Director.—Dr. Robert C. Anderson, a member of 
the Southern Regional Education Board’s staff since 1953, 
has been appointed its Director, succeeding Dr. John E. 
Ivey, Jr.. who recently was named Executive Vice Presi 
dent of New York University. Governor LeRoy Collins 
of Florida, Chairman of the SREB, announced the ap 
pointment, which was made by the board’s Executive 
Committee on the unanimous recommendation of the 
Development Study Committee. Dr. Anderson, formerly 
Director of the Graduate School and Professor at Mem 
phis State College, joined the SREB staff in 1953 as 
Executive Associate. He became Associate Director for 
\dministration in 1955, and in 1956 was Acting Director 
during Dr. Ivey's absence on a study tour abroad. More 
recently Dr. Anderson served as Conference Director for 
the Southern Regional Conference on Education Beyond 
the High School. 


Teacher Training.—The median professional training of 
Kentucky school teachers now stands at a bachelor’s de- 
gree plus seven credit hours of graduate study, the high- 
est level on record in the state, the Kentucky Depart- 
ment of Education reports. The present median com- 
pares with a bachelor’s degree plus six graduate credits 
as of last year—which also was a record, and followed 
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Walter W. Heller, Professor of Economics at the University of Minnesota, takes 


a searching look ahead in this article at the prospects of state and local govern- 
ments to meet the greatly mounting fiscal responsibilities that rising require- 
ments for services place upon them, Assuming a healthy and briskly expanding 
economy, he finds the prospects good, provided that certain conditions are met. 
One requirement which he examines closely is that federal fiscal policies be con- 
ducive to state and local fiscal expansion. Another is that states, cities and their 
citizens be willing to tax themselves adequately. Professor Heller's paper is based 
in part on testimony by him before the Congressional Joint Economic Commit- 


N IMPORTANI 


reshaping of relationships be- 

tween state-local and federal finance is in full 

swing. Both qualitatively and quantitatively, 
state and local governments are making a remark- 
able comeback. The pressures of population, pros- 
perity, and postponed public works have thrust new 
responsibilities—and new fiscal burdens—on them. 
These pressures have tripled their expenditures and 
debt and more than doubled their taxes since the 
war, rates of increase which substantially outpace 
the rise in federal spending, debt, and taxes. 

Yet, in the furore over federal budgets, the fiscal 
significance of this state-local resurgence has been 
largely obscured. Recently one observer was moved 
to say, “Our state governments collect every year 
more than fifteen billion dollars, yet they manage to 
operate so quietly that, to all intents and purposes, 
they have become an instance of semi-secret govern- 
ment.”' Perhaps the overpowering role of the fed- 
eral government in the Great Depression, in World 
War II, and in the Korean crisis has mesmerized us 
into under-rating both the responsibilities and 
the capabilities of state and local government. 

lo be sure, the states and localities were rapidly 
losing their place in the fiscal sun during the 1930's 
and 1940's. Their share of government spending in 
the United States dropped from nearly four-fifths of 
the total in the late 1g20’s to only one-fifth at the 
end of World War IL. Faced with crises first of eco- 
nomic and then of military survival, the nation 
shifted its attention from city halls and state houses 
to the nation’s capitol. Both the fiscal problems and 
the physical facilities of state and local governments 
were neglected, Yet, at the end of the war, these 


‘Max Ascoli, “The Security of Ideas,” The Reporter, May 
1956. 
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governments found themselves in a position of ap- 
parent financial ease. The lush revenues and lim- 
ited expenditures of the war period left most state 
and local treasuries full to over-flowing at that time. 


CHANGING DEMANDS ON GOVERNMENT 


In retrospect, it is plain that the feeling of finan 
cial ease was deceptive, merely the calm before the 
storm. Demands on state-local governments have 
been growing by leaps and bounds in the post-war 
period. Irresistible spending pressures were gener- 
ated by (1) deferred maintenance and postponed 
construction of public plant and equipment during 
the thirties and early forties; (2) a rapidly expand- 
ing population, the multiplying numbers who re- 
quire education, highways, wellare services, and the 
like; (3) accelerated family formation and the flight 
to the suburbs, creating vast demands for public 
construction; and (4) the sheer force of prosperity, 
the demand that we use our economic abundance to 
generate higher levels of human well-being. 

In other words, with the problems of economic 
and military survival under control—or at least un- 
der consensus—we are turning to the more abiding 
tasks of improving the quality and opportunity of 
life. We seem to have achieved a national under- 
standing of the continuing need for a $40-billion-a- 
year military establishment in the present state of 
world affairs. We have also achieved a_ national, 
two-party consensus that it is the federal govern- 
ment’s continuing responsibility to cushion the 
economy against the shocks of unemployment and 
inflation, and to join with the states in protecting 
the individual against the insecurities of unemploy- 
ment, old age, and physical disability. 

Currently moving to the top of our governmental 
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agenda are such tasks as the maintenance and up- 
grading of our educational efforts, the improvement 
of our physical and mental health, the clearance of 
city slums, the construction of better and safer high- 
ways, the equipping of our suburban areas with 
water systems, sewers, schools, roads, public build- 
ings, and the like. And here, possibly in spite of 
themselves, state and local governments come back 
into their own. For here, though there is a national 
interest in many of these fields which the federal 
government should not shirk, the primary responsi- 
bility rests with the states and the localities. The 
question is: can they meet it? The answer lies first 
and foremost in their capacity and willingness to 
tax themselves. But the federal government neces- 
sarily plays an important role in providing a favor- 
able economic and fiscal environment for state-local 
tax efforts. 


THE FISCAL RECORD AND OUTLOOK 


A review of the fiscal record of the past decade 
and the fiscal outlook for the next decade quickly 
reveals the swift and impressive growth of state- 
local government, The table below summarizes the 
decade just past. In 1946, state and local govern- 
ments were drawing $13 billion of revenues from 
their own sources. For 1956, the figure was two and 

THE POST-WAR GROWTH OF STATE-LOCAL 
AND FEDERAL REVENUES, EXPENDITURES 
AND DEBT 


(in billions) 


Revenusst Expendi- |Gross Debt Cash Cash Expen-| Gross Debt 
tures® end of year)| Receipts ditures® |(end of year) 
1946 | $13.2 | $12.4 | $16.0 | $.... $.... 
1947 | n.a. n.a. 16.8 43.5 36.9 | 258.3 
1952 Za | Ze 30.0 68.0 | 68.0 259.1 
1953 | 27.0 | 29.7 | 33.8 | 71.5 | 76.8 | 266.1 
1954 28.9 33.1 | 38.9 71.6 71.9 271.3 
1955 30.8 | 36.5 | 44.3 67.8 | 70.5 274.4 
1956 | 33.0¢| 40.2] 49.0¢| 77.1 | 72.6 | 272.8 
1957 | na. | na | ma. | 81.75) 78.35 270.65 
Index of | 
Post- | 
250 | 324 | 306 | 188 | 212 105 
War | 
Growth® | 


n.a. Figures not available. 
1Excludes receipts of publicly owned utilities and liquor stores; also excludes 
federal aids. 

2Excludes expenditures of po ly owned utilities and liquor stores; federal 
aids are included in both federal and state-local expenditures (e.g., $3.1 bil- 
lion in 1955; $2.6 billion in 1952). 
aThese figures are more inclusive than the conventional or administrative 
budget figures in that “cash expenditures” include social security, highway, 
and other trust fund outlays. 
4Author’s estimates. 
5U.S. Budget estimates, January, 1957. 

61956/1946 for state-local; 1957/1947 for federal. The 1947 state-local figures 
are not available, while 1946 federal figures are not representative because 
of the impact of World War II 
Sources: State and local data: Division of Governments, U.S. Census Bureau, 

Historical Statistics on State and Local Government Finances, 1902-1953, and 
Summary of Governmental Finances in 1955 (August 20, 1956). Federal 
data: U.S. Budget Documents. 


one-half times as large, or $33 billion. Expenditures, 
meanwhile, have more than tripled—from $12 bil- 
lion to $40 billion. Gross state and local debt has 
also tripled since the war. 
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As the table shows, these increases far outstrip 
the growth in federal revenues, expenditures, and 
debt in the post-war decade. Ten years ago, state 
and local units accounted for only one out of every 
five dollars spent by government. Today, they are 
spending one out of every three dollars and seem to 
be heading for a figure of two out of five. 

Looking ahead to the next ten years, one sees no 
abatement in the upward sweep of state-local activi- 
ties. Capital outlays are a good case in point. After 
increasing sixfold in the past ten years (from $2 
billion in 1946 to nearly $12 billion in 1956), one 
might expect a leveling off of such outlays. But a 
recent survey by the U. S. Department of Labor 
and Commerce places the over-all need for state- 
local public works in the coming decade at about 
$200 billion.? To fulfill these needs would clearly 
require sharp increases in the present rate of capital 
spending. 

Turning from an estimate of needs to an actual 
forecast of expenditures, we find that the Tax 
Foundation two years ago estimated that state-local 
expenditures (at stable prices) would rise $22 bil- 
lion from 1953 to 1965.8 Yet, within the first three 
fiscal years—only one quarter of that twelve-year 
period—expenditures have risen by $11 billion, or 
one-half of the total projected increase. With the 
benefit of two years of hindsight it seems reasonable 
to predict that state-local spending will reach at 
least $60 billion by 1965, rather than the $52 billion 
projected by the Foundation. That this may also 
be an underestimate is suggested by the fact that 
the higher figure represents an increase of only 50 
per cent in the 1956-65 decade as against a 200 per 
cent increase in the 1946-56 decade. 

How large a gap would this leave between rev- 
enues and expenditures in 1965? If gross national 
product grows as expected from the present level of 
about $430 billion to a 1965 level of $550 billion, 
one may assume that present state and local taxes 
and related receipts would yield about $45 billion 
by 1965. If federal aids follow the trend projected 
by the Tax Foundation, they would add $5 to $6 
billion to this total. This leaves a $9 to $10 billion 
gap to be filled, or the equivalent of a state-local tax 
increase averaging $1 billion per year. While the 
cross-over point from net borrowing to net repay- 
ment may not yet be reached by 1965, thus causing 
part of the gap to be filled by borrowing, two sober- 


~2"Revised Outlook for New Construction in 1956,” Con- 
struction Review, July, 1956, issued by the U.S. Department of 
Labor and Commerce. 

* The Tax Foundation, Inc., Government Finances in 1965, 
New York, 1956. Outlays of government-owned liquor stores 
and public utilities have been excluded for purposes of this 
discussion. 

* Experience to date suggests that these estimates are also 
very conservative. Federal aids reached $3.8 billion in fiscal 
1956 and were estimated in the President’s January 1957 Budg- 
et Message at $4.5 billion in 1957 and $5.5 billion in 1958 (in- 


cluding the federal highway program). 
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ing reflections are in order here: (1) the day of 
reckoning on state-local debt may be delayed but it 
cannot be avoided; (2) an estimate of $60 billion of 
spending in 1965 may be as obsolete two years from 
now as the earlier estimate of $52 billion is today. 


FINANCIAL RESOURCES 
OF STATE-LOCAL GOVERNMENT 


Whether state and local governments have sufh- 
cient resources to meet their burgeoning responsi- 
bilities is partly a question of underlying economic 
potential and partly a matter of adjusting state, 
local, and federal tax systems to convert this poten- 
tial into adequate state and local revenues. 

Underlying economic capacity depends, first, on 
the size and growth of our national economy and, 
second, on the size of the federal government’s slice 
of the economic pie. Here, the perspective for the 
years ahead is decidedly reassuring. Today’s $33-35 
billion of state and local revenues represents rough- 
ly 8 per cent of our $430 billion gross national 
product as against the pre-war level of about g per 
cent (in 1940, when GNP was $100 billion). Adding 
in $82 billion of federal cash receipts brings total 
government receipts to nearly 28 per cent of GNP 
today. One way of looking at the state-local tax po- 
tential is to apply this same percentage to the pro- 
jected GNP of $550 billion in 1965 and then sub- 
tract the likely claims of the federal government. 
(Actually, existing taxes would yield more than 28 
per cent of the enlarged GNP because of heavy reli- 
ance on income taxes.) 

What does this computation suggest? Simply this: 
that if federal cash spending increases by no more 
than $1.5 billion each year between now and 1965 
(bringing us from the current level of $78 billion to 
a 1965 level of $go billion or less), we can afford re- 
ductions in federal tax rates equal to or greater 
than the required increases in state-local tax rates. 
Out of total revenues of over $150 billion, state and 
local units would be getting about $60 billion while 
the national government would be getting about 
$90 billion. But simple arithmetic is not synony- 
mous with simple solutions. Note what this “6o0-go” 
solution requires: 

1. That we maintain a briskly expanding, fully em- 
ployed, non-inflationary economy. 

2. That the President and Congress exercise enough 
fiscal forbearance to devote part of the revenue 
bounty of economic growth to tax reductions 
rather than expenditure increases. 

g. That the federal government put its fiscal rela- 

tionships with state and local governments on a 

sound basis of constructive cooperation, e.g., (a) 

that it structure its tax reductions so as to facili- 

tate the expansion of state and local revenues; 

(b) that it adjust its monetary and debt policies 

to relieve the states and localities of undue eco- 


nomic pressures and restrictions both in booms 
and in slumps; (c) that it strengthen administra- 
tive ties between federal and state-local tax en- 
forcement agencies. 

4. That citizens will rise to the occasion by accept- 
ing responsibility, i.e., by taxing themselves more 
heavily and intelligently, at the state and local 
level rather than running hat in hand to the 
federal government. 

Each of these points merits further comment. 


FULL EMPLOYMENT AND 
ECONOMIC GROWTH 


By all odds, the greatest single contribution fed- 
eral fiscal and monetary policy can make to the 
financial stability of state-local governments is to 
promote full employment and vigorous economic 
growth. State and local governments have a direct 
stake in the revenue flows generated from their own 
sources by a healthy, growing economy and an im- 
portant indirect stake in the federal tax reductions 
made possible by sustained growth. The second 
point has already been illustrated, but an example 
from recent Minnesota experience may be illumi- 
nating on the first point. Between the fiscal years 
1951 and 1956, a period of remarkable price stabili- 
ty, Minnesota’s normal individual income tax rev- 
enues grew from $35 million to $50 million, or 42 
per cent, without any change in rates or exemp- 
tions. The fact that the Minnesota legislature could 
enact both expenditure increases and tax decreases 
during its 1957 session traces in considerable part to 
economic expansion, coupled with Minnesota’s re- 
liance on relatively responsive sources of revenue. 

State and local governments also have a vital 
stake in the avoidance of inflation. Their budgets 
are far more vulnerable to increases in the price 
level than the federal budget. On one hand, their 
reliance on generally more regressive revenue 
sources, such as property and consumption taxes, 
means that their revenues do not respond as readily 
to the upthrust of inflation as the federal corporate 
and individual income taxes. On the other hand, 
they spend a much higher proportion of their total 
budget in purchases of goods and services and much 
less on interest and transfer payments than the fed- 
eral government. For example, for the calendar year 
1956, the President’s Economic Report indicates 
that state-local purchases accounted for $32.8 bil- 
lion out of total expenditures of $35.3 billion, while 
the corresponding federal figures are $47 billion out 
of $71.4 billion (including federal aids).5 On bal- 
ance, then, inflation reflects itself much more quick- 
ly and forcefully in state-local expenditures than in 
state-local receipts. 

5 Economic Report of the President, January, 1957, p. 177- 
These are the receipts and expenditure figures as shown in 
the national income accounts. 


Federal fiscal policy for economic stabilization 
can also be helpful to the states in the form of tax 
cuts to fight recession and unemployment. Timely 
federal tax cuts not only help restore the economy 
to its path of full employment and growth (as the 
1954-55 experience so dramatically demonstrated), 
but also make room for strengthening the taxes of 
state and local governments, which must live by the 
balanced budget rule both in prosperity and de- 
pression. 


ECONOMIC GROWTH 
AND FEDERAL TAX REDUCTION 


Given a healthy and growing economy, federal 
cash receipts at present tax rates are likely to in- 
crease at an average rate of about $3 billion a year. 
Barring international emergencies, federal expendi- 
tures are likely to move upward at a less rapid pace. 
If this assumption proves valid—though it gains lit- 
tle comfort from the fiscal 1957 and 1958 federal 
budgets—the federal government can make a con- 
structive contribution to state and local fiscal ca- 
pacity by reducing its taxes. In fact, assuming that 
tax reduction will be possible, one may earnestly 
suggest that the Administration and Congress add 
to the three traditional criteria of tax adjustment— 
equity, economic improvement, and ease of admin- 
istration and compliance—a fourth criterion, name- 
ly, the maximum contribution to state and local 
fiscal capacity. 

This contribution will appear in different forms 
to different groups of states. For example, a reduc- 
tion in federal individual and corporate income 
taxes automatically expands the tax base and rev- 
enues of the roughly twenty states whose income 
taxes allow deduction of federal income taxes in 
computing the state tax base. Or the contribution 
may take the form of making room for imposition 
of new or increased state and local taxes. This point 
is occasionally belittled on grounds that the state 
and local units did not step in to make use of the 
leeway afforded by the reduction of federal amuse- 
ment taxes in 1954. But this ignores the fact that 
the federal tax reduction was widely understood to 
have been granted because the movie industry was 
ailing. State and local governments may have 
thought it unseemly to step in with their own taxes 
under such circumstances. If the federal govern- 
ment were to reduce its cigarette taxes, for exam- 
ple, there is every indication that the states would 
not hesitate to take advantage of the leeway thus 
created.. 

In advocating the use of federal budget surpluses 
for tax reductions to make room for state-local tax 
increases, rather than a more rapid expansion of 
federal aids, one frequently encounters the objec- 
tion that the net effect will be a shift from progres- 
sive federal taxes to regressive state-local taxes. The 
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fear is that the over-all federal-state-local tax system 
will become less equitable, that built-in flexibility 
will be weakened, and that tax administration will, 
on balance, be less efficient. To some extent, no 
doubt, this charge is true. 

But on the other hand, the force of this argument 
is blunted by several considerations. First, in wind- 
ing down the federal tax system, care can be exer- 
cised to cut out those pieces which are most regres- 
sive or repressive in their impact. Second, if the 
economy continues to grow rapidly and operate at 
substantially full employment, it may well be that 
the fear of interstate competition and loss of indus- 
try will become less and less of a factor pushing 
states toward regressive consumption taxes. An 
economy of abundance is the best path to the 
loosening of restrictive practices of all kinds, in- 
cluding state and local tax concessions to lure in- 
dustry away from its natural habitats. 

Third, a growing and prospering economy also 
increases the attractiveness of income-based taxes 
which respond readily to an expanding GNP and 
helps create an environment in which equity con- 
siderations get a fuller hearing. A case in point is 
the recent unanimous report of the Governor’s 
Minnesota Tax Study Committee—a balanced 
group of twenty representatives of industry, labor, 
agriculture, and the university—which urged les- 
sened reliance on regressive personal property taxes 
coupled with a strengthening of corporate and in- 
dividual income taxes.® 

Fourth, it may be that we should be willing to 
pay the price of a somewhat less efficient and equit- 
able over-all tax structure if we are assured a quid 
pro quo of more vigorous, self-sufficient, and re- 
sponsible government at the state-local level. But 
this choice between a more virtuous tax system and 
a more vital state-local government—if, indeed, this 
is the choice that has to be made—falls in the realm 
of value preferences rather than scientific judgment. 


CONSTRUCTIVE COOPERATION 
IN TAXATION AND MONETARY POLICY 


One aspect of constructive cooperation has al- 
ready been discussed, namely, the structuring of tax 
reductions to facilitate the expansion of state and 
local fiscal capacity and revenues. But another as- 
pect is even more pressing at the moment, namely, 
the impact of federal tight money policies on vital 
state and local construction projects, In brief, does 
federal credit policy discourage state-local projects 
of high social priority, while private projects of 
lower priority are permitted to continue? 

The President’s recent recommendation for 
school construction aid and loans suggest that his 
answer is “Yes” in the field of education. It may 


* Report of the Governor’s Minnesota Tax Study Committee, 
Minneapolis, 1956, especially pages 566, 614-615, and 617. 


ay 
| 
ar 
> 


142 State Government ¢ July, 1957 


well be that many of the other projects in the $200 
billion of needed state and local construction are of 
equally high priority. Schools, for example, cannot 
function on buildings and teachers alone, as we 
found in a suburb of the Twin Cities a few months 
ago: our new junior high school building was com- 
pleted, but could not be opened because the con- 
struction of the necessary sewer system had not been 
completed. 

Pressures on state and local borrowing are also 
reflected in the report earlier this year by the In- 
vestment Bankers’ Association: high borrowing costs 
caused postponement of 87 scheduled tax-exempt 
bond issues, totaling $191 million, during the last 
three months of 1956. Postponement of certain pro- 
jects does not mean that the over-all volume of 
public construction at the state-local level is declin- 
ing. But the rapidly rising cost of money is bound 
to reflect itself in curtailed state-local “construction 
capacity” in the longer run. For example, a study of 
the school bonds issued in Minnesota during 1956 
shows that the interest rates on those bonds rose 
from a median of 3 per cent in January to 4 per 
cent in December. Translated into the costs payable 
by a school district on a $1 million bond issue re- 
payable in equal installments over a 30-year period, 
the 1 per cent interest differential amounts to more 
than $200,000 of additional cost. Even when this 
cost is discounted to the present, it is equivalent to 
the loss of several classrooms per school. 

Evidence of this kind suggests that present mone- 
tary tightness, unless alleviated by measures on even 
a broader scale than the President’s proposal for a 
$750 million loan fund for school construction, may 
require state-local governments to take a back seat 
in the process of sharing in our economic abun- 
dance, The tax-exemption privilege enjoyed under 
the federal income tax by state and local bonds is 
losing much of its force in reducing state-local bor- 
rowing costs. In fact, with over $50 billion of state 
and local bonds now outstanding, the point of satu- 
ration of the upper income brackets which benefit 
from this tax privilege is rapidly being approached. 
So the interest rates on such securities are subject 
to the dual upward impact of tight money and 
lessened tax attraction. 

What the situation may call for is the establish- 
ment—as Dr. Gerhard Colm, several Governors, and 
others have recently suggested— of a “National 
Fund” which would issue its securities with a 
federal guarantee and use the resulting funds to 
purchase bonds at reasonable interest rates from 
state and local governments and agencies. In booms, 
such an agency could relieve state-local government 
of the tight-money pressure which might otherwise 
cut off many projects of high social priority—higher 
than others which would get the available loan 
funds under existing institutional arrangements. In 


recessions, the Fund could give states and localities 
readier access to loanable funds and thereby help 
avoid the restrictive practices which forced them 
into net debt repayment and even bankruptcy dur- 
ing the depths of the Great Depression. 

Emphasis on the more acute issue of tight money 
should not divert attention from the less spectacular 
but promising progress being made on the front of 
administrative cooperation. Utilizing the “good 
offices” of the intergovernmental staff headed by 
Governor Pyle in the Executive Office of the 
President, Minnesota has negotiated a far-reaching 
agreement with the Federal Internal Revenue Ser- 
vice for cooperation in income tax administration. 
The agreement not only provides for exchange of 
audit results but opens the way to cooperative 
planning of audit programs. Such arrangements 
promote efficient use of combined administrative 
resources without impinging on either government’s 
sovereignty. This is constructive cooperation at its 
best. 


STATE-LOCAL RESPONSE 


Even when the federal government has done its 
part, there remains the question of the response of 
state and local governments. No one can yet speak 
with assurance on this point, since the full implica- 
tions of the new role of state-local government 
under the multiple pressures of postponement, 
population, and prosperity are not yet widely per- 
ceived. But there is heartening evidence both of a 
rebirth of responsible interest in state-local finance 
and of an improvement in the basic economic ca- 
pacity of these units to do a larger share of the over- 
all job of federal-state-local taxation, 

Apart from the growth in over-all capacity, reflect- 
ed in the growth of per capita real income from 
$773 (in 1956 prices) 25 years ago and $1,051 in 1940 
to over $1,700 today, there has been a marked im- 
provement in the distribution of that income 
among the several states. The ratio of the highest to 
the lowest state per capita income has been cut in 
half: the $2,513 per capita in the state with the high- 
est figure in 1955 is just over two and one-half times 
the $946 in the state with the lowest, in contrast 
with a ratio of five to one in 1933. This gap is still 
much too large to allow any complacency. It makes 
clear that there is still a strong case for increases in 
federal aids. But it also suggests that ability to meet 
financial problems at the state-local level is increas- 
ing and will continue to increase as differentials 
narrow under the impact of economic prosperity 
and growth. 

As to attitude, there are hopeful indications that 
citizens are becoming more willing to incur the 
pain of increased taxes in their home city or state 
rather than seeking the pleasure of increased federal 
(Continued on page 163) 


On the initiative of the Southern Governors’ Conference, a broad and well or- 


ganized program is under way in the South to advance the social and economic 
well-being of the region as a whole through cooperative nuclear development. 
All of the sixteen southern states are participants in it. The program and its ac- 
complishments to date are summarized in this paper by R. M. Cooper, Chair- 
man of the Southern Regional Advisory Council on Nuclear Energy, which 
heads and coordinates the numerous activities involved. In his own state, South 


South sets a pace for the entire nation—if the 

region as a whole becomes an outstanding cen- 
ter of nuclear energy learning, application and 
achievement—it will be due largely to a unique 
atomic program launched under the sponsorship of 
the Southern Governors’ Conference. 

The regional program of nuclear development 
now under way was never intended, however, to 
make the South dominate any other region. And 
this is not its purpose today. The true goal is to ad- 
vance the economic and social well-being of the 
South by making the most, through coordinated, 
cooperative regional efforts, of the God-given ener- 
gy in the atom’s nucleus. 

Capping intensive preparations involving hun- 
dreds of persons and official actions by the 1955 and 
1956 meetings of the Southern Governors’ Confer- 
ence, our region has now officially mounted a many- 
sided program of regional, interstate action and 
coordinated state actions throughout the sixteen 
states of the South. 

The focal point of these efforts is the Regional 
Advisory Council on Nuclear Energy, a newly or- 
ganized twenty-three-man body of outstanding citi- 
zens from throughout the South. The Council 
boasts a realistic slate of action, formal participa- 
tion of each of our sixteen states, a full-time Execu- 
tive Director, and, to get the job done, a budget— 
made up of contributions from participating states. 

Closely related to this interstate body are the 
State Nuclear Advisory Committees established in 
the states. The chairman of each State Committee, 
appointed by his Governor, generally represents his 
state on the Regional Advisory Council. The six- 
teen original members elected seven additional 
members, on a region-at-large basis, to represent 
major areas of interest, agriculture, education, in- 
dustry, labor, medicine, power, and public health. 
The organization of the Regional Advisory 
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The South Makes Nuclear History 


By R. M. Cooper 


Chairman, Southern Regional Advisory Council on Nuclear Energy 


Council was completed in mid-April at a meeting 
in Atlanta. In addition to selecting a Chairman, the 
Council chose Frank Norton, Dallas attorney, as 
Vice Chairman, and approved selection of G. O. 
(Gus) Robinson, Assistant to the Manager of the 
AEC’s Savannah River Operations Office in South 
Carolina, as Executive Secretary. Author of two 
widely read books on atomic energy history and the 
atom’s peacetime potential, The Oak Ridge Story 
and And What of Tomorrow, Mr. Robinson had 
been in public relations and public information 
work in the national atomic energy program since 
1943. 

Mr. Robinson, granted a leave of absence by the 
AEC, has been busily engaged in carrying out the 
Council’s far-reaching program. The Council's 
headquarters is in the Atlanta office of the Southern 
Regional Education Board, which by directive of 
the 1956 Southern Governors’ Conference is serv- 
ing as fiscal agent for the Council, handling and 
administering Council funds made up of $5000 
contributions by the individual states. 

The Board, incidentally, is an interstate compact 
organization also formed under the aegis of the 
Southern Governors’ Conference. It has set a pat- 
tern of achievement and economy in regional, in- 
terstate cooperation in the use of facilities for 
higher education which is being profitably emu- 
lated in other regions. 


THE COUNCIL'S PROGRAM 


The Council's atomic mission ranges from spe- 
cialized help to the individual states to a broad 
public information-public education program. It 
can be summarized in these specific objectives: 

1. Help in the orderly integration of the atom 
into the structure of state governments, working 
with the various State Nuclear Advisory Commit- 
tees, with legislatures, and state officials, on nuclear 
problems and opportunities. 
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2. Develop a formal study on the desirability and 
feasibility of a nuclear energy compact among the 
sixteen southern states. 

3. Work for uniformity of radiation health and 
safety codes among the states. 

4. Encourage the states to set up sound radiologi- 
cal health programs as rapidly as possible, includ- 
ing surveys to determine normal environmental 
background radiation to serve as bench marks, 

5- Assist in working out plans for the states to as- 
sume responsibility for certain inspection proce- 
dures in private nuclear facilities now under juris- 
diction of the federal government. 

6. Seek to improve the teaching of science and 
mathematics at all levels, and work with institu- 
tions of higher learning, with other regional groups, 
and with the Atomic Energy Commission in pro- 
grams to ease manpower problems in the atomic 
energy field. 

7. Help remove obstacles that might impede the 
development of nuclear power plants in the South. 

8. Study the feasibility of a regional test, or engi- 
neering, reactor. 

g. Develop a comprehensive public information 
and public education program on atomic energy 
that will be designed to help state officials, busi- 
ness, civic and school leaders, and the general pub- 
lic in the South to better understand and appreci- 
ate the atom’s potential in industry, agriculture, 
and medicine. 


ACTION IN PROGRESS 


The Regional Advisory Council already has gone 
far in carrying out some of its responsibilities. Set 
up as a central source of assistance to the states as 
well as a spokesman group for the sixteen southern 
states, the Council has been of help, for example, in 
mapping specific steps for programs of State Nu- 
clear Advisory Committees. 

The Council also negotiated with a competent 
research organization to undertake a full-scale 
study, without expense to the Council or its con- 
stituent states, of the desirability and possible me- 
chanics of a formal interstate regional compact for 
nuclear development. The Southern Governors’ 
Conference requested such a study and expects a 
report on progress at its 1957 meeting in September. 

As a representative group speaking for the South, 
the Council has also made formal contact with the 
Joint Congressional Committee on Atomic Energy, 
the Atomic Energy Commission, and other organi- 
zations, explaining its plan to assist the states to as- 
sume responsibilities for inspecting certain premises 
where radioactive materials are being used, and 
others of its programs, Now under AEC jurisdic- 
tion under the licensing provisions of the Atomic 
Energy Act of 1954, many of these inspection func- 
tions logically fall within the rightful authority of 


the states themselves, according to opinions widely 
held by students of state and constitutional law. 
The Council provides a practical, effective medium 
for the southern states to employ in dealing with 
Congress and the AEC in this and other matters. 

In the field of education, so important to nuclear 
progress, the Council has worked with the Southern 
Regional Education Board in negotiations with the 
AEC which will result in use of the Savannah River 
Plant in South Carolina for training selected stu- 
dents from Southern universities and colleges in 
nuclear technology. This program will augment 
work being done at Oak Ridge by the Oak Ridge 
Institute of Nuclear Studies. 

The Council also has approached all electric util- 
ities throughout the region to apprise them of its 
wish to encourage and smooth the way for nuclear 
power developments. The response from the utili- 
ties has been enthusiastic. 

The broadest and, in the opinion of most mem- 
bers of the Council, most important task of the 
Council is that of properly informing and orienting 
the public on the true facts and implications of nu- 
clear energy. The Council has begun with dispatch 
to cope with this major problem. A speaker's bu- 
reau to serve the region has been set up. An experi- 
enced consultant has been retained to help the 
Council stimulate informative and educational 
presentations by newspapers, radio, television, and 
magazines. The Council is distributing informa- 
tional materials to leaders in local government, 
commerce, industry, and the professions. Numerous 
additional steps are planned. 

A basic intent is to create a wholesome and recep- 
tive climate for advancement of good from tke atom 
—to wipe out the mental barrier which even today 
keeps many people from realizing that “nuclear 
energy” means much more than merely atomic or 
thermonuclear weapons. At the same time, the 
Council hopes to eradicate a misconception that 
the atom may be a cure-all; in other words, the 
atom will be placed in its proper perspective so that 
the public will have a realistic appreciation of the 
atom’s benefits—and limitations. 


ACTIONS FROM WHICH 
COUNCIL EXISTENCE STEMS 


The first steps in the creation of the regional nu- 
clear program, which we feel will bring tremendous 
benefits, were taken at the 1955 Southern Gover- 
nors’ Conference, at Point Clear, Alabama, Upon 
motion by Governor LeRoy Collins of Florida, the 
Governors requested that the Southern Regional 
Education Board arrange and conduct a regional 
conference to explore the feasibility of unified re- 
gional action for industrial development of the South 
through nuclear energy, research, and otherwise. 
(Continued on page 163) 


In this paper James W. Martin, Kentucky’s Commissioner of Finance, and Wil- 
liam G. Herzel, Director of the Research Staff of the Kentucky Department of 


Revenue, examine the impact of various state and local tax policies on industrial 
development. Taxes, they recognize, certainly affect industry, but they advance 
the conclusion that tax differentials among the states are not a primary influ- 
ence on industrial development. The authors then proceed to set forth a series 
of tax policies which, in their judgment, can aid or retard industrial activity. 
The paper was delivered by Mr. Martin for himself and Mr. Herzel at a meeting 
sponsored by the Southern Governors’ Conference Committee on Industrial 


a state discourage industrial development. 

The contention is that with increasing de- 
mands for governmental service, existing industry 
has little incentive to expand; and, if it does, the 
new or branch plants will be located where tax pas- 
tures are greener. The executive and legislative 
branches of state governments are continuously be- 
sieged with requests to cut taxes so as not to drive 
industry out. The threats to leave the state, or to 
expand elsewhere, are an ever present factor in the 
determination of state and local tax policy. 

Tax differentials exist among the states primarily 
for the reason that resources, needs, and costs vary. 
Taxes are an influence upon industry because they 
are costs; the important question is, how much of 
an influence? Do industries move for tax reasons? 
This paper attempts an answer in the light of avail- 
able evidence. In the first section, we present a re- 
view of the evidence based upon the findings of 
representative studies. In the second section, we 
postulate those tax and related policies which ap- 
pear to advance or to retard industrial activity. 


. HE BELIEF is widely held that “high taxes” in 


I. 


Tax Differentials among the States are not a 
Primary Influence upon Industrial Develop- 
ment. 


Nearly thirty years ago, the Civic Development 
Committee of the National Electric Light Associa- 
tion, in collaboration with the Metropolitan Life 


Development at Atlanta, Georgia, on May 18. 


The Influence of 


Taxation Upon 
Industrial Development 


By James W. Martin AND WILLIAM G. HERZEL 


Insurance Company, published a study Jndustrial 
Development in the United States and Canada. It 
was undertaken to learn what determines the loca- 
tion of industry. The general conclusions of the 
study of some 16,000 firms are well known. The 
primary reasons listed by industrial executives were 
markets, labor, transportation, materials, availabili- 
ty of factory building, personal reasons, power and 
fuel, cheap rent, nearness to related industries, liv- 
ing conditions, and financial aid, Taxes and sub- 
sidies were not considered to be significant. 

But that was thirty years ago when tax rates and 
dollar amounts were low. Since then, social and éco- 
nomic conditions have altered greatly. The size and 
character of governmental budgets have changed. 
Significant population developments have occurred. 
Not only has there been a phenomenal increase 
from 105 million in 1920 to approximately 170 mil- 
lion in 1957, but there has been a notable migration 
to the west and southwest. Within states the shift 
from rural to urban centers has been pronounced. 
Metropolitan areas have expanded. These popula- 
tion changes have had, and are having, important 
effects on state and local budgets and taxes. 


ALARMS EXAGGERATED 


But those persons who look only at rising state 
and local government cost or tax collection totals 
will be needlessly frightened. Aggregate dollar costs 
or taxes are only one side of the coin. The evidence 
is clear that these governmental costs are no greater 
over-all burden, measured by gross national prod- 
uct, than three decades ago. The Tax Foundation 
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reports that the percentages of gross national prod- 
uct taken by state and local governmental purchases 
of goods and services for stated years were: 


1929 73 
1939 9-4 
1949 7:1 
1955 7-5 

The “alarm” toward state and local tax burdens 
has been exaggerated in still another direction. 
From statements of propagandists, one would judge 
that state and local tax costs are a large part of 
business expense. However, numerous writers have 
pointed out the low ratio of state and local tax costs 
to total costs. An analysis of the most recently pub- 
lished statistics of income for all corporations in the 
U.S. in 1953 will illuminate the point. Total cost 
deductions amounted to $518.4 billions out of total 
receipts of $558 billions; however, the grand total 
of state and local taxes for fiscal 1953-54 amounted 
to only $23.3 billions. No precise measure of the 
portion paid by corporations is ascertainable, yet it 
is reasonable to assume that the share attributable 
to them would not exceed 50 per cent of the total, 
or roughly $12 billions (the reported taxes paid of 
$12.1 billions may have included some federal ex- 
cises). Therefore, it is readily apparent that state 
and local tax costs to corporate enterprise are cer- 
tain to be less than 4.2 per cent of total costs, and 
the true percentage may be only about 2 per cent. 
Since manufacturing corporations account for about 
half the total U.S. corporate receipts, half the total 
reported cost deductions, and about half the report- 
ed taxes paid, it is reasonable to assume that the ratio 
of state and local tax costs to total costs likewise 
probably runs no more than 2 per cent. 

Thus, it is obvious that a large tax differential 
between states could be more than offset by a very 
small differential in labor, transport, or other major 
manufacturing cost component. In those excep- 
tional situations where the totals of all other cost 
components are equal, then a small tax differential 
could determine location. 


TAXES NOT A PRIME INFLUENCE 


Let us pick up the main thread again—that tax 
differentials are not a primary influence upon in- 
dustrial development. The evidence accumulated 
over a thirty-year span is impressive. Of the many 
important studies on the subject, only a few, repre- 
sentative of various approaches and of the general 
conclusion, will be mentioned here. Most studies 
have relied on some form of correlation analysis, 
utilizing a number of variables to measure indus- 
trial growth. 

In 1938, in The Tax System and Industrial De- 
velopment, George A. Steiner arrived at the same 
general conclusion as the study ten years earlier, 


noted above. In an examination of thirty basic in- 
dustries, he found that “the most common factors 
which influence plant location are markets, labor, 
and transportation.” As to the effect of taxation, he 
said “There is no question but that taxation might 
cause movements of marginal firms located in un- 
economic places. On the whole, however, in inter- 
state and interregional shifts of manufacturing es- 
tablishments, taxation has been but a minor loca- 
tional determinant.” His study concluded with the 
statement, “Tax systems have not appreciably 
served to cause industrial migration. They have not 
fostered industrial development in prosperous years 
and have not prevented drastic industrial contrac- 
tion in years of depression.” 


MARKETS, RESOURCES, LABOR 


One of the notable post World War II investiga- 
tions of industrial migration is that of Glenn Mc- 
Laughlin and Stefan Robock, Why Industry Moves 
South, published in 1949. These authors conducted 
a study of the location of eighty-eight new plants in 
thirteen southern states. They had this to say: “Ac- 
cording to the plant location cases covered by this 
study, the rising importance of the South as a mar- 
ket for industrial and consumer goods has been the 
major factor in attracting industry in the post-war 
period. Materials and energy resources ranked sec- 
ond. And labor, primarily in terms of availability, 
was third.” Taxes were listed among the secondary 
factors, and estimates of the importance of taxation 
varied among the industrialists interviewed. These 
manufacturers considered some states fair, others 
unfair. These authors concluded that, “Most indus- 
trialists have not been led to shift attention away 
from a state solely because its tax burden is higher 
than that in a nearby state. . . . It should be em- 
phasized that tax differentials are important in se- 
lecting one location over another only in the last 
stage of analysis when it is a question of picking 
one of two or three satisfactory localities.” 

Among more recent studies are Effects of Taxa- 
tion on Industrial Location by Joe S. Floyd, Jr., 
published by the University of North Carolina in 
1952, and State and Local Tax Differentials and the 
Location of Manufacturing by C. C. Bloom, Univer- 
sity of Iowa, 1956. 

One of the most commonly used techniques for 
measuring state tax differentials affecting the in- 
dividual concern is to calculate tax bills for a hypo- 
thetical corporation for given locations. This is a 
convenient and useful device used by Floyd. The 
Floyd study cites two major theoretical objections 
to the view that taxes seriously affect location. First, 
taxes may provide governmental services that re- 
duce industrial costs. Second, tax costs can have 
only a minor effect because they constitute such a 
small part of manufacturing expense. 


This study criticizes the questionnaire method of 
the National Electric Light Association, the inter- 
view method of Ellis, the correlation approach used 
by Leffler and Groves, and the correlation method 
followed by Steiner by saying “while the studies dis- 
cussed above have provided valuable information 
concerning tax burdens and industrial activity, they 
have failed to demonstrate the possible influence of 
tax conditions upon the choice of sites for particu- 
lar types of manufacturing plants.” 

The results of Floyd’s analysis, using the hypo- 
thetical tax bill approach for hosiery, furniture, 
and tobacco concerns, showed that “whenever total 
costs, other than taxes, are approximately equal 
among various locations, then tax cost differentials 
may be large enough to be a decisive factor in the 
choice of the best plant site.” Pursuing this thought 
further, Floyd says “The fact that there is little ap- 
parent correlation between relative tax loads and 
industrial development does not prove that tax fac- 
tors have no influence upon plant location. Rather 
such evidence suggests that when an industry selects 
a location in a high tax state, it is because of strong 
offsetting advantages of a nontax nature.” 

An important point is made by Floyd with re- 
spect to public policy in minimizing tax differen- 
tials. He observes that “As long as state tax systems 
differ with respect to the taxation or exemption 
from taxation of various types of industrial prop- 
erty and with respect to their relative reliance upon 
income as opposed to property taxes, and as long as 
there are variations in the balance sheet structures 
and rates of earnings of industrial corporations, it 
is practically impossible for a state to give all its 
manufacturing concerns equal tax advantages in 
comparison with the advantages offered in other 
states.” 

The Floyd conclusions, unfortunately, are based 
upon a very limited industrial sector in the con- 
sumer goods field and with no representation among 
the heavy or producer goods industries. Neverthe- 
less, the evidence points in the direction of the 
same general results of earlier writers on the sub- 
ject. 

The Carbert study in 1956, Corporate Tax Bur- 
dens in the Southeastern States, also uses the hypo- 
thetical tax bill approach. This study is not con- 
cerned with nontax factors or with measuring 
growth. However, on the effects of tax differentials, 
Carbert states, “It may be concluded on broad theo- 
retical grounds that many types of business institu- 
tions exhibited very little sensitivity to the attrac- 
tions of relative low state and local tax burdens. 
. . . Where the availability of resources or the 
proximity of markets exists as strong preconditions 
to industrial location, tax differentials are likely to 
play a significant role only for the marginal firm. 
And even then, they are more likely to determine 
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whether the firm will operate at all than they are to 
determine whether it will operate in one state or 
another.” However, the given balance sheets and in- 
come statements did not account for sales and use 
taxes, which vary considerably in impact among 
the states and could, therefore, make a substantial 
difference in the real tax bill. For example, Yaseen, 
in his Plant Location, reviewed later, calls attention 
to the importance of differential motor fuels taxes 
to industries highly dependent on motor truck 
transportation. 

One other point needs to be made in this connec- 
tion. Mere computation of the state and local tax 
bill is not enough. The total tax bill, including fed- 
eral, is controlling. Suppose one state offers a $100,- 
000 apparent corporation tax saving over another 
possible choice, based on state-local taxes. If the 
taxpayer makes a profit, that apparent saving is cut 
in half by federal income taxes, 

The findings of the Bloom study, the most recent 
of its type that we have seen, are based primarily 
upon correlation analyses, using various measures 
of manufacturing growth, population, tax collec- 
tions, and personal income, for each state over a 
wide period of time (1939-1953). The findings 
again buttress those previously indicated. They are 
believed to be particularly significant due to the com- 
prehensiveness of the correlation and the time span. 

The statistical findings of Bloom’s analyses do 
not support the contention that higher state and 
local taxes, in the aggregate or levied specifically 
upon manufacturers, reduce the rate of growth of 
manufacturing. His evidence recognizes that (1) 
taxes are offset, in whole or in part, by governmen- 
tal services, (2) taxes paid by manufacturers are a 
relatively small component of cost, and (3) other 
locational factors are so significant that they sub- 
merge taxes as a determinant. This is supported by 
a new Michigan study, Taxes and Plant Location 
in Michigan. 

Bloom concludes by saying that “industrializa- 
tion—for whatever reason it occurs—does increase 
incomes and reduce the tax burden.” 

Another publication in 1956 worthy of mention is 
Plant Location, by Leonard C. Yaseen, a plant loca- 
tion consultant. In speaking of the tax factor, 
Yaseen holds that “few industries have relocated 
their plants solely because of unfavorable state taxes 
—it is rather the cumulative effect of this and other 
high costs that prompt a manufacturer to consider 
relocation.” 


SPECIAL TAX INDUCEMENTS? 


There are many who believe that special tax in- 
ducements are necessary to attract industry. On this 
point, Yaseen states that communities should con- 
sider tax exemption only under the following cir- 
cumstances: 
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“1. It should be limited in duration, not to 
exceed five years. 

“2, Local citizens should vote upon it, in 
order to secure full assent of the people. 

“g. It should be extended only to strong or 
promising industries. 

“4. It should be brought to the attention of 
local manufacturers who should be sold on the 
wisdom of the inducement. Antagonism must 
be avoided.” 


On the whole, it is probable that subsidies ot one 
kind or another create more problems than they 
solve. McLaughlin and Robock noted that the great 
majority of concerns in their survey received no 
special inducements. In fact, they reported indus- 
trial executives generally were convinced “that it 
would be poor business on their part to accept any 
special concession from a local community.” These 
same writers reported that the president of a large 
chain of textile plants didn’t want concessions be- 
cause “they lead to a feeling on the part of the 
townspeople that they own the plant and should 
have something to say about its management.” 


FEDERAL POLICIES EXCLUDED 
FROM CONSIDERATION 


While the scope of this paper is necessarily lim- 
ited to analysis of the role of state-local taxation 
upon industrial development, possibly federal tax 
policies may be exerting a more significant impact 
upon industrial development than the tax policies 
of state and local governments. This impact may 
result from the preferential treatment accorded to 
certain classes of corporate taxpayers with respect 
to the tax base or to the character of industrial or- 
ganization. It may well stem equally from the heavy 
load imposed on income to equity holders as com- 
pared with income to creditors. It may flow from 
the fact that a big corporation can afford tax coun- 
sel to guide executive decisions and thereby reduce 
tax liability. All these and other aspects of federal 
tax policy in relation to industrial development re- 
quire study, This paper, however, is not extended 
to the federal tax area. 


Il. 
Tax Policies Conducive to Industrial Progress 


Certain tax policies and policies related to them 
assuredly do appear to advance or retard industrial 
activity. The following policies commend themselves 
in this connection. 

1. The tax revenues must be expended in a man- 
ner which commands public respect for the effec- 
tive management of the business of state and local 
government. 
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Logically speaking, the expenditures of public 
funds and the management of public business other 
than tax administration are outside the scope of 
this discussion. Notwithstanding this fact, it is im- 
portant to emphasize that the total effect of the tax 
policy is determined in large part by the distribu- 
tion of the proceeds collected. This is important to 
industrial development in many ways—two of which 
should perhaps be especially stressed. 

In the first place, the economic effect of taxation 
on business enterprise is determined essentially by 
the amount of service the taxes buy. When a state 
and its political subdivisions collect somewhat 
higher taxes than do competitive states, the condi- 
tion may be more rather than less favorable to in- 
dustrial concerns if the service purchased for the 
benefit of taxpayers is greatly increased by virtue of 
more efficient operation of the state and local gov- 
ernment. Putting the matter another way, business 
is entirely willing to pay taxes to provide reason- 
ably for the public service, but it cannot afford to 
pay out funds which will be dissipated wastefully. 

In the second place, and probably even more im- 
portant than the economic considerations per se, 
are the factors included by tax administrators 
under the term “taxpayer morale.” The objection- 
able character of taxes is tremendously enhanced by 
the consciousness on the part of taxpayers that pub- 
lic funds are not being economically employed. 
Consequently, improvement in the whole area of 
financial management, including budgeting, ac- 
counting, treasury control, debt administration, and 
purchasing, has a tendency to reduce the burden- 
someness of taxation and to leave the impression 
on business men generally that their tax money is 
well spent, 

2. Administration of tax laws must be efficient to 
prevent state-induced unfair competition and to in- 
spire the respect of the business community. 

It is customary in tax discussion to emphasize dis- 
tribution of the tax load. The questions most fre- 
quently raised concern the form of the tax, as for 
instance, whether the state utilizes property taxes, 
income taxes, general sales taxes, or excises on se- 
lected commodities. Also, popular discussion tends 
heavily to stress the tax rates. No careful student of 
taxation would gainsay the importance of these con- 
siderations. It seems true, however, that tax admin- 
istration policy is likely to affect industrial develop- 
ment a good deal more pointedly than will the 
selection of the tax base or even the rate of levy 
imposed. 

Tax administration policy is of overwhelming im- 
portance to economic development not only because 
it largely determines the attitude of business enter- 
prise toward its tax liability, but also because it 
influences so directly the competitive conditions 
under which industry must be conducted. One tax- 
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payer in a community in which tax administration 
is lax must pay his entire property, income, or sales 
tax; another pays nominally; and a third omits to 
pay. Inefficient or discriminatory tax administration 
policy is thus conducive to an extraordinary type of 
unfair competition, so that the better the citizen, 
the more he pays. Consequently, it may be conclud- 
ed that one fundamental condition of facilitating 
industry by means of the tax system is to enforce 
the tax laws in such a manner that inefficiency of 
administration does not result in discrimination be- 
tween individual taxpayers. 

3. The state and local tax system must be suffi- 
ciently diversified to prevent oppression of any par- 
ticular kind of business without necessitating so 
many taxes as to confuse citizens. 

To state this proposition would appear to tax 
students to be mere reiteration of a truism. Never- 
theless among the state governments of the United 
States several still depend almost entirely on prop- 
erty taxes for the support of the public services; 
still others have such tremendous variety of tax 
measures that taxpayers are overwhelmed with the 
confusion which ensues, It is therefore, in our opin- 
ion, not inappropriate to stress the necessity for a 
sufficient number of different taxes so that no one 
type of enterprise will be peculiarly victimized, and 
so that there will be a sufficiently limited number 
of taxes to allow honest people, without undue 
difficulty, to keep account of their obligations. 


4. Multiplication of exemptions from taxation 
does more harm than good. 

Every careful investigation of tax exemption has 
supported the conclusion that too many exceptions 
are already incorporated in our tax systems. Not- 


withstanding this finding, important pressure 
groups continue to seek tax immunity for them- 
selves or their property or income. In too many in- 
stances, if the legislatures can constitutionally do 
so, they accept the proposals. 

The spread of tax exemptions and other discrimi- 
natory limitations on the taxing power does not 
generally arise in our judgment from a willingness 
on the part of the lawmakers to be responsible for 
inequitable discriminatory legislation. It arises 
rather from the fact that the legislature fails to see 
the entire picture. The real problem is overlooked 
by maldistribution of emphasis on the part of the 
special interests directly affected. Those who seek 
special favors for owners of homesteads, for exam- 
ple, can make a very favorable plea based on the 
sanctity of the American home and on the desira- 
bility of avoiding tax loads for poverty stricken 
home owners. Sometimes the same legislature 
which is duped by this line of argument imposes 
new taxes that rest more heavily on that 50 or 75 
per cent of the population unable to own any home 
at all. 


Much the same line of argument would be in- 
volved in any other exemption proposal, even 
though the fact that introduction of new exemp- 
tions, particularly from property taxes, almost in- 
variably results in heavier taxation in the aggre- 
gate. At any rate, one may state categorically that 
industrial development in the southern states ap- 
pears to be definitely impeded by the prevalence of 
discriminatory tax exemptions as well as by erratic 
changes in exemption policy. Of all types of dis- 
crimination provided in this fashion, probably that 
which handicaps economic development most is the 
variety introduced specifically to favor particular 
classes of industrial development. 

5. In selecting taxes other than the property tax, 
it is important to have one or more progressive ele- 
ments and to choose commodities and services for 
excise taxation with a view to influencing market 
conditions as little as possible. The taxation of 
manufacturing should be avoided. 

The tax systems of our several states were for 
many years vigorously criticized because they in- 
cluded no progressive element. That is to say, every 
tax imposed in many of the states required a higher 
rate of the relatively poor than of the well-to-do, or 
at best a merely proportional rate; thus, those 
measures which directly discriminated against the 
poor were not offset at all in the state and local sys- 
tems by measures of a compensating character. Pro- 
fessor Seligman, sensing this anomaly, arrived at the 
conclusion from his study of income taxation just 
prior to World War I that, although state govern- 
ments did not need the revenue an income tax 
would yield, they should nevertheless impose such 
a measure, replacing part of the property levy, as a 
means of securing fairer distribution of the tax 
load. At the present time economic necessity for the 
policy Seligman recommended has been eliminated 
by the income tax policy of the federal govern- 
ment. Notwithstanding this fact, in order to secure 
the flavor of fairness and in order to introduce 
more effective progression as between the middle 
classes and the very poor, every state should levy 
some substantial progressive tax. If income taxes 
are imposed, experience seems to indicate that rates 
should not be excessive and that, if state income 
taxes are designed to raise considerable revenue, 
the progressive element should be so introduced 
that the bulk of the tax would be paid by middle 
class income receivers. 

6. If corporation taxes are employed, they should 
be more refined than has often beer the case, and 
they should avoid discrimination as between large 
and moderate-sized enterprises. 

Many of our state corporation taxes have in the 
past been imposed on almost completely arbitrary 
bases such as par or book value of issued stock, out- 

(Continued on page 164) 
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Final Congressional action was pending in June on a provision, voted by the 


House of Representatives, that would place a fixed limit in the federal appro- 
priation for state and local administrative and service costs in public assistance 
programs. In this article the Director of the American Public Welfare Associa- 
tion explains why it opposes such a “closed-end” appropriation. Miss Dunn 
finds it contrary to the long-range policy of the Social Security Act, inconsistent 
with the objectives of the Social Security amendments of 1956, and a threat to 
the adequacy of services. Beyond those features, she regards it as conducive both 


to unwarranted federal control of state action and to state control of local affairs. 


Public Assistance Administration 


Why Change Horses in Midstream? 


By Louta DuNN 


Department of Health, Education, and Wel- 

fare for 1958 (H.R. 6287) has been the sub- 
ject of protracted debate in Congress. Various 
amendments adopted by the House of Representa- 
tives resulted in great concern to state and local 
welfare administrators, Irrespective of the final ac- 
tion by Congress on this bill, it is important to 
review the reasons why public welfare is concerned 
about recurrent proposals for a “closed-end” appro- 
priation in the public assistance administrative and 
service funds in the HEW appropriation bill. 

The appropriation bill, as passed by the House of 
Representatives, contained a fixed dollar limitation 
of $104 million for state and local administrative 
and service costs in carrying out the public assis- 
tance titles of the Social Security Act for the fiscal 
year 1958. This limiting provision is usually refer- 
red to as a “closed-end” appropriation in contrast 
to the “open-end” appropriation authorized by the 
basic Social Security Act, which provides that the 
federal government shall reimburse the states for 
half the cost of administration and staff services. 
The American Public Welfare Association is strong- 
ly opposed to this limitation, which is contrary to 
the basic statute, and has urged Congress that it be 
stricken from the bill. 

The American Public Welfare Association has 
gone on record in opposition to any type of “closed- 
end” appropriation for public assistance adminis- 
tration in the federal appropriation bill, whether it 
be in dollars or in terms of a percentage of pay- 
ments. The most recent policy statement on this 
point, adopted by the Board of Directors on 
November 30, 1956, reads as follows: 


T° REGULAR annual appropriation bill of the 


Director, American Public Welfare Association 


“The continuation of a federal open-end appro- 
priation is essential to a sound state-federal fiscal 
partnership in the field of public assistance. Since 
it is not possible to predict accurately the incidence 
and areas of need, flexibility is necessary in financ- 
ing public assistance programs.” 


CONTRARY TO BASIC POLICY 


A “closed-end” appropriation is directly contrary 
to the basic long-range policy Congress wrote into 
the Social Security Act. It is not in accord with sound 
federal-state relationships for the Congress to 
change the regulations under which the states 
operate, just before the new fiscal year. Most state 
legislatures will have adjourned by the time the 
appropriation bill becomes law. Estimates by these 
states of their needs for state and local administra- 
tive funds for the coming fiscal year, and in many 
instances for the coming biennium, have been based 
upon continuation of the basic federal statute which 
provides for fifty-fifty matching of administrative 
costs. 

Should there be any change in federal partici- 
pation in administrative costs for public assistance, 
the American Public Welfare Association believes 
that such change should be written into the basic 
law after thorough study by the regular legislative 
committees. This has been the policy of the Congress 
on all other public assistance requirements affecting 
the states. Splendid federal-state cooperation and 
mutual confidence in the administration of public 
assistance programs have been built up during the 
past twenty-two years by strict adherence to the 
legal and moral responsibilities of both levels of 
(Continued on page 164) 
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HE LEGISLATURES that completed their 1957 sessions 
during the early months of the year provided for a 
notable and general advance in state governmental 

services and facilities in response to public needs. To do 
so, and to keep pace with the pressures of growing popu- 
lations, they voted record appropriations in the great ma- 
jority of states on which reports are at hand. Tax legis- 
lation was widespread. And in numerous states impor- 
tant measures were adopted to strengthen the organiza- 
tion, procedures and facilities of their governments. 

In legislation to expand or strengthen public services, 
measures for education, for highways and for highway 
safety stand out. In addition there is impressive advance 
in the field of health and welfare, with emphasis on im- 
provements for mental health. Improved organization 
and new action for conservation and development of 
natural resources, especially water resources, are other 
highlights. 

Taxes and tax rates will not be so much affected by 
1957 legislation as was the case in 1955, but there were 
numerous increases. Of twenty-one legislatures for which 
summaries are presented below, four increased motor 
fuel taxes; five provided for increased income taxes—in 
most cases by raising rates; two increased their sales tax 
rates; and one extended its sales tax to apply to addi- 
tional purchases. Special excise, license and _ privilege, 
and severance and gross production taxes were raised in 
various states. 

Among many enactments for stronger state administra- 
tion, measures for administrative consolidation were 
prominent. New Mexico and West Virginia, for example, 
established central State Departments of Finance and 
Administration. Wyoming consolidated revenue collect- 
ing functions of many agencies into a new Department 
of Revenue. Colorado, besides eliminating much admin- 
istrative overlapping, created a State Planning Division, 
and Georgia established a State Planning Commission. 
Utah initiated the office of Legislative Auditor, and Ne- 
vada’s legislature submitted a constitutional amendment 
to the people which, if adopted, will add that state to the 
growing list with annual legislative sessions. Other key 
measures to improve governmental procedures were 
voted. And provisions were widespread for increased sal- 
aries in state services. 

egislation on education reflected recognition among 
the states that our rapidly mounting enrollments, our 
shortages of teachers and class rooms, and our needs for 


Arizona’s legislature adopted general fund appropria- 
tions of approximately $59 million for the year ahead, 
about $4 million over last year’s figure. Most of the in- 
crease was for highway construction and administration. 

The Arkansas legislature voted appropriations totaling 
about $623.7 million for the biennium as compared with 
$419.9 million two years ago. Of the increase, about $8 
million was for new improvements—to be financed from 
increased revenues during the remainder of fiscal 1956— 
57; $67 million for highways—to be financed from exist- 
ing highway user taxes and federal funds; $45 million 
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sound qualifications for teachers, all demand previously 
unequalled state and local action. for in- 
creased state aid for operation of the schools were gen- 
eral, and in numerous cases represented very heavy in- 
creases. There were frequent measures to accelerate 
school building, through larger local financing powers or 
state assistance or both. Legislation likewise included 
action to require or facilitate better school district or- 
ganization, and in West Virginia the legislature submit- 
ted a constitutional amendment that would change the 
Superintendent of Free Schools from an elective to an 
appointive officer. 

Increased appropriations for operating the state sys- 
tems of higher education also were general. Much new 
construction at the colleges and universities was pro- 
vided for, through direct state allotments, authorization 
for revenue bond issues, or both. New or expanded 
scholarship or loan provisions for students were among 
the enactments in certain states. 

For highways the legislatures provided for record out- 
lays to permit the states to keep pace in the vast program 
of construction ahead. There were significant enactments 
to facilitate limiting of access and planning highways for 
the future. 

Further, in line with the nationwide impetus provided 
by the Governors’ Conference and its Special Committee 
on Highway Safety, the legislatures, across the country, 
took action on an entirely unprecedented scale to in- 
crease safety on the roads. Measures ranged through a 
great complex of facets that affect safety, trom speed on 
the highways, to fitness of drivers, driver education, 
equipment of cars, rules of the road, highway policing, 
and traffic courts. Equal in importance to the specific 
measures adopted, surely, was the determination they re- 
flected—on the part of the Governors, the legislatures 
and the public—that we must reverse the record of traffic 
carnage which, in the words of the Governors’ Confer- 
ence, has created a national emergency. 

The following summaries report many of the acts 
adopted in those and other fields. They by no means 
cover all of the important enactments. Effort has been 
made, however, to present examples that are of wide in- 
terest among different states. For the sessions that had 
not adjourned in time for coverage here, or for which 
comprehensive reports were not yet at hand, a second 
summary will appear in State Government later in the 
year. 


representing authorization for investment of state treas- 
ury funds, not requiring increase in state income; and 
$80 million for general public services—to be financed by 
increased taxes and federal grants. The tax program 
adopted included substitution of tax credits for exemp- 
tions in the income tax, increase of the sales and use tax 
from 2 to 3 per cent, and increased severance taxes. 
These three measures were expected to produce approxi- 
mately $44 million in the biennium. 

In Colorado the legislature appropriated $59.4 million 
for its 1957-58 general fund—an increase of about 23 per 
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cent over last year. Additional aid to local schools ac- 
counted for more than $5 million of the increase. The 
legislature raised income tax rates 6.25 per cent, increased 
income tax exemptions from $600 to $750, provided for 
accelerated income tax payments, and abolished the state 
‘weap age tax on household goods. It provided $250,000 
or a study under the Governor’s direction of state tax 
and finance needs. 

Georgia’s legislature authorized a record total of $362 
million for fiscal 1958 in regular appropriations and 
appropriations contingent upon availability of funds. 
The legislature increased the bonding limit of the State 
Farm Market Authority from $8 million to $12 million. 

In Idaho the legislature voted general fund appropria- 
tions of $64.8 million for the biennium as compared with 
$49.5 million two years ago. Budgets for all institutions 
registered gains, but public school support represented 
the largest increase—up $7 million to about $22 million. 
A new income tax schedule will account for most of the 
new revenue needed. The legislature exempted house- 
hold goods from ad valorem taxation. 

Indiana’s legislature adopted general operating appro- 
priations of $752.2 million for the biennium. It increased 
the basic state gross income tax by 50 per cent for most 
taxpayers and provided for withholding of gross income 
taxes by every employer of four or more persons except 
domestic service and casual labor. The retailers’ gross 
income tax was reduced from 14 of 1 per cent to 4 of 
1 per cent. Gasoline and diesel fuel taxes were raised 
from 4 to 6 cents a gallon, and the legislature decreased 
from 3 to 2 per cent the amount of taxes collected which 
a dealer may retain for his services in collecting the 
diesel fuel tax. 

In Kansas the legislature adopted a 1 per cent sever- 
ance tax on oil and gas, and increased the cigarette tax 
1 per cent. It provided that mext March taxpayers must 
enter their own reports on intangibles and that a year 
later every motor car owner must show proof that his car 
has been assessed before he can obtain a license. A 1 per 
cent discount for cash payment of property taxes was 
abolished. Under another enactment banks are to pay 
interest on state inactive funds; the resulting interest 
is expected to amount to approximately $500,000 
annually. 

The Maryland legislature adopted a record operating 
budget of about $355 million for fiscal 1958—$163 mil- 
lion from general revenues, $138 million from special 
revenues, and $53 million from federal grants. The cur- 
rent budget is $320 million. Larger appropriations for 
education, highways, and health and hospitals account 
for most of the increase. In a separate capital improve- 
ments budget the legislature authorized $16.8 million in 
new construction and state debt to finance it—about 
$2 million above comparable authorization for the cur- 
rent year. Following an increase in evaluations, the state 
property tax, which finances indebtedness for the con- 
struction budget, was set at 13.97 cents per $100 of 
assessed value, as compared with 14.25 cents for the cur- 
rent year. The legislature voted an additional $5 million 
in indebtedness to supplement construction grants to 
municipalities under the Federal Water Pollution Con- 
trol Act. 

Montana’s legislature approved a _ record biennial 
budget of more than $65 million, representing an in- 

crease of about $17 million. The largest rise was for state 
school support. The legislature voted increases of from 
40 to 65 per cent in personal income taxes, raised the 
corporate tax 2 per cent, and liquor taxes 12 per cent. It 
increased licenses and privilege levies and authorized the 
Board of Equalization to increase the property tax levy 
to 1014 mills. 


The Nevada legislature increased biennial appropri- 
ations by about $11 million, to a total of almost $47 
million. Of $45 million in general fund appropriations, 
educational costs will take more than $22.5 million. As 
a result of additional revenues not predicted in 1955, the 
legislature was able to avoid any tax increases. Instead 
it reduced the state’s real property tax rate from 3g to 
28 cents per $100 of assessed valuation, diverted $1.3 
million in gambling fees to the counties, and abolished a 
1-cent tax rate for support of the state university. The 
session provided for bond redemption from the general 
fund rather than from ad valorem taxes. 

In New Mexico the legislature approved a record 
general fund appropriation of approximately $65 million 
for the biennium. About $10 million of the total resulted 
from removing earmarks on revenues from franchises, 
tobacco, liquor and compensation or use taxes. The 
legislature authorized establishment of a State Invest- 
ment Council and provided for investment of the State 
Permanent Fund. 

The New York legislature adopted regular budgetary 
appropriations of $1,607,705,319, a record, representing 
an increase of about $125 million over last year. Sup- 
plementary and special appropriations added approxi- 
mately $25 million to the authorizations. As last year, 
personal income taxes were reduced by 15 per cent on 
the first $100 of tax owed and 10 per cent on the next 
$200. Comparable reductions were continued for unin- 
corporated business and corporate franchise taxes. The 
legislature raised from $400 to $800 the exemption from 
income tax of parents for children in college. It enacted 
a temporary one-year bill granting relief from double 
taxation of those who pay income tax to another state 
which does not have reciprocal arrangements with New 
York for such relief. Another act provided that the five 
counties comprising the city of New York shall receive 
25 per cent of the motor vehicle fees collected in them— 
already the practice in other counties. 

The North Dakota legislature increased the gross pro- 
duction tax on oil and gas from 414 to 5 per cent. 

The Rhode Island legislature adopted a general ap- 
propriation act totaling about $65.5 million, some $5 
million over the comparable figure last year, and a new 
record. It represents state tax revenue requirements only 
—not federal grants, surplus or restricted receipts. Ad- 
ditional special appropriations of about $6.8 million 
were approved for state salary increases and additional 
state aid to schools. The legislature increased the sales 
tax rate from 2 to 3 per cent and continued previously 
adopted, temporary tax rate increases for another year 
on corporation income (taxed at 5 per cent) and on pari- 
mutuel betting (7 per cent) . 

Tax legislation in South Dakota included increase of 
the gasoline tax from 5 to 6 cents per gallon and the 
diesel fuel tax to 7 cents, a measure expected to provide 
the state with an additional $3.9 million during the 
coming biennium, besides providing counties with ad- 
ditional funds for roads. The legislature increased the 
bank franchise tax from 3 to 41% per cent, raised certain 
license fees and reduced the ore tax from 4 to 21% per 
cent. 

In Tennessee the legislature adopted a record general 
appropriation bill totaling about $376 million for the 
biennium, as compared with approximately $308 million 
two years ago. The enactment provides major increases 
in such services as education, highways and mental 
health. Another act doubles the tax on trading stamp 
companies and places a 2 per cent gross receipts tax on 
businesses using trading stamps. 

The Utah legislature voted total appropriations of 
almost $107.5 million for the biennium, an increase of 


about 21 per cent over the previous figure. Greater state 
aid to school districts was the principal item in the 
increase. Tax legislation included extension of the sales 
tax to cigarettes, beer and margarine; a non-resident 
income tax withholding law; and increase of the motor 
fuel tax from 5 to 6 cents a gallon. The legislature 
approved a proposed constitutional amendment which, 
if adopted, will permit property tax exemption for per- 
sonal household furnishings. 

The Washington legislature voted appropriations of 
almost $1.4 billion for the biennium, an increase of some 
$315 million. New tax measures increased surtaxes on 
utilities from 10 to 20 per cent, lowered inheritance tax 
exemptions, strengthened inheritance tax laws, and in- 
creased automobile and driver license fees. Capital con- 
struction bond issues totaling more than $100 million 
were approved, and part of the sales tax receipts were 
pledged to bond redemption. 

In West Virginia the legislature provided for ex- 
penditures from general revenues of $110 million for the 
year, about 10 per cent above the current level. About 
7 million from general revenues will be spent on capital 


In Arizona the legislature provided the Governor 
funds to hire professional auditors to replace the Budget 
Division, abolished in his office. A $500,000 state ofhce 
building in Tucson was approved. Another act author- 
ized judges to retire on partial pensions after twelve 
years’ service. 

The Arkansas legislature referred to the people a 
constitutional amendment that would raise salaries ot 
legislators from $1,200 for a two-year term to $1,200 per 
year, plus $20 a day for each day the General Assembly 
is in session. The Speaker's salary would be raised from 
$1,350 for the biennium to $1,350 a year. The legis- 
lature increased salaries of Supreme Court justices from 
$9,000 to $15,000 a year and of Circuit and Chancery 
Court judges from $7,200 to $10,800. A state employees 
retirement system was established, covering all state 
officers and employees except those under pre-existing re- 
tirement systems. The legislature created an Arkansas 
Commerce Commission, to be composed of three com- 
missioners appointed by the Governor, serving six-year, 
staggered terms. And it established a State Sovereignty 
Commission with broad investigatory powers, directed to 
oppose all efforts to encroach on the sovereignty of the 
State. 

The Colorado legislature created a State Planning 
Division to replace a semi-independent planning com- 
mission; established a Department of Natural Resources 
to centralize functions of eighteen separate agencies; and 
created a Division of Regulatory Agencies to eliminate 
administrative overlapping. Also established were State 
Divisions of Commerce and Aeronautics. The legislature 
approved a forty-hour week for state employees and 
salary increases for them totaling $1.6 million annually. 

In Georgia the legislature established a State Plan- 
ning Commission. It increased salaries of Judges of the 
Supreme Court and Court of Appeals from $15,000 to 
$20,000 and those of Superior Court judges from $10,800 
to $12,500. It authorized mileage allowances to legislators 
for four round trips per session instead of one and estab- 
lished a uniform base salary for members of all state 
boards and commissions. Another measure authorized 
$1: million for repairs and improvements of the capitol. 

The Idaho legislature established a new five-man 
Board of Health, with provision for appointment of an 
administrator by it. A new Veterans’ Affairs Commission 
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improvements—including $3.8 million for mental hos- 
pitals, $1.2 million for educational buildings, and $1.1 
million for charitable and correctional institutions. 
Special fund expenditures and some $34 million in 
federal grants were expected to raise spending to about 
$220 million in fiscal 1958. The legislature authorized 
sale of $22.5 million in bonds for a Korean veterans’ 
bonus, to be financed from price increases at state liquor 
stores. Revisions in store and general business licensing 
laws were expected to net the state almost $1 million a year. 

In Wyoming the legislature appropriated almost $32 
million for the biennium, a record. New tax measures 
included a 1-cent increase in the cigarette tax and 
revised highway user taxes; diesel fuel taxes were raised 
from 4 to 7 cents a gallon, compensatory truck fees were 
increased to 1.5 mills per ton-mile, and vehicle permit 
fees were increased. The electric utility tax was modified 
to allow consideration of utility income as well as prop- 
erty value in determining assessment. Another enact- 
ment supplements a recent constitutional amendment 
permitting taxation of government property not used for 
government purposes. 


was. established. Salaries of all state elective officials, 
judges and appointive department heads were increased. 
The salary of the Governor was raised by $2,500. In- 
creases ranging up to $1,500 were authorized for other 
executive officials. The salaries of Supreme and District 
Court justices were raised by $2,000. Another act in- 
creased expense allowances for legislators from $5 to $15 
a day. 

In Indiana the legislature abolished the Economic 
Council and transferred its powers to the Department of 
Commerce, Agriculture, Industry and Public Relations. 
Procedures were provided for financing a state office 
building either by revenue bonds or a’ lease-rental agree- 
ment. Affecting the judiciary, the legislature established 
salaries for justices of the peace in lieu of a fee system. 
In another act it authorized a subsistence allowance of 
$2,400 a year for Supreme and Appellate Court Judges, 
in addition to their annual salaries of $15,000. 

Iowa's legislature provided for a continuing legislative 
research committee of three Senators and three Repre- 
sentatives. It increased compensation of legislators from 
$2,000 a session to $go a day during regular and special 
sessions. 

The Kansas legislature reorganized the Department of 
Revenue and Taxation, abolishing the previous full-time 
Commission of Revenue and Taxation and providing in 
its place a part-time Board of Tax Appeals—a quasi- 
judicial group to hear appeals. 

In Maryland the legislature adopted the model State 
Administrative Procedures Act, with minor changes and 
exceptions. It replaced the Employment Security Board 
with an executive director to administer the Employment 
Department, and set up a separate board of appeals on 
all claims cases. Another act substituted a Workmen's 
Compensation Commission for the State Industrial Acci- 
dent Commission and raised the pay of commissioners. 
Salaries of the Attorney General and Comptroller were 
raised from $12,000 to $15,000. 

The Montana legislature appropriated $100,000 for a 
two-year study by a new, twelve-man Legislative Council 
of possible improvements in state government opera- 
tions. Another act shortened the time of bill exchanges 
between the two legislative houses. A forty-hour week for 
state employees was authorized, and per diem allowances 
lor executive and legislative employees were increased. 
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In Nevada the legislature implemented a 1956 con- 
stitutional amendment by providing for the appoint- 
ment, qualifications and salary of the Superintendent of 
Public Instruction, formerly elected; the first appoint- 
ment is scheduled for January, 1959. It submitted to the 
people constitutional amendments that would provide 
annual legislative sessions of unlimited length; legislators 
would receive no pay after sixty days in session. The 
legislature established a new Department of Conserva- 
tion and Natural Resources and a Department of Motor 
Vehicles. Salary increases were provided for the execu- 
tive, legislative and judicial branches. The Governor's 
salary was increased to $18,000 a year, and remuneration 
of most elective officers was increased from $8,000 to 
$10,000. Increases for appointive officials ranged from 
$450 to $2,800. Aggregate pay for the 2,000 classified 
employees rises about 5 per cent. Per diem remuneration 
for legislators was raised from $15 to $25, with additional 
increases for subsistence and mileage. Salaries of legisla- 
tive employees were increased. And the pay of Supreme 
Court justices was raised to $18,000 a year. 

The New Mexico legislature created a strong Depart- 
ment of Finance and Administration. It abolished or 
modified several positions whose functions are now taken 
over by the department. It removed earmarking of reve- 
nues of four taxes, thus adding to the flexibility antici- 
pated with creation of the new department. The depart- 
ment’s director, appointed by the Governor, will appoint 
heads of its divisions. A joint interim finance committee 
was established to assist the legislature, and provision 
was made for a legislative Fiscal Analyst. Salaries of 
elective officers were increased—that of the Governor to 
$17,500; of the Attorney General to $12,000; Secretary of 
State, $10,000; Auditor, $11,000; Treasurer, $10,000; 
Superintendent of Public Instruction, $10,600; and Com- 
missioner of Public Lands, $12,500. 

The New York legislature appropriated $19.4 million 
for salary increases to state workers and reduced the 
work week to a forty-two-hour maximum. It approxi- 
mately doubled the ordinary death benefit payable to the 
estate or beneficiary of a member of the state retirement 
system, fixing the benefit at a full year’s salary after 
twelve years’ service. Another act gave government em- 
ployees the right to elect to be covered by the federal 
social security program, its benefits to be in addition to 
those of the state and local retirement programs. 

North Dakota’s expense allowances for legislators were 
increased from $600 to $1,200 per member for each 
legislative session. 

The Rhode Island legislature set up a special com- 
mission to investigate the wisdom and desirability of 
establishing a legislative council. It approved pay raises 
totaling some $4 million, to become effective July 1, 
1957, in accordance with findings of a salary study, and 
provided for a referendum among state employees to 
determine whether they wish to include Old Age and 
Survivors Insurance benefits with their state retirement 
credits. 

In South Dakota the legislature created a new State 
Board of Equalization, to comprise five members ap- 
pointed by the Governor from the Supreme Court dis- 
tricts, with the approval of the Senate. The Com- 
missioner of Revenue will be an ex-officio, non-voting 
member. Salary increases were authorized for several 
elective and appointive officers and for legislators, as well 
as for Supreme and Circuit Court judges. The Gover- 
nor’s salary was increased from $12,000 to $13,000 a year, 
and that of legislators from $1,050 to $1,800. 

In Tennessee, membership of the Legislative Council 
was increased from fifteen to twenty-four, and the coun- 
cil was assigned some twenty-six new studies. The legis- 


lature established a new retirement system for state em- 
ployees and teachers, providing for social security bene- 
fits as well as retirement benefits. 

The Utah legislature established the office of Legisla- 
tive Auditor. It created a twelve-man State Park and Re- 
creation Commission to administer a state park system 
and a nine-man State Library Commission for a new 
library system. The State Road Commission was changed 
from a body of three members, functioning full time, to 
a five-member, part-time policy-making agency, with an 
administrative director. Almost all salaries fixed by 
statute were augmented. Most of the increases ranged 
from $1,000 to $2,000 annually, but the salary of the 
State Engineer went from $6,000 to $12,000. Raises for 
Supreme and District Court justices were $2,000, plus 
new retirement provisions which, in general, permit a 
retirement allowance of $350 a month. A new Governor's 
residence was approved, and $200,000 allotted for its 
construction. The legislature submitted a proposed con- 
stitutional amendment which would provide for fixing 
per diem expense allowances of legislators by statute. 

In Washington the legislature created a new Depart- 
ment of Conservation and Development; a Department 
of Commerce and Economic Development; an office of 
Atomic Coordinator, with a five-man advisory council; a 
new Department of Natural Resources to handle, among 
other functions, land and forest matters; and a com- 
mission to direct the Department of Institutions. This 
department is to have new divisions of adult corrections 
and mental health. The legislature raised salaries of 
Supreme Court judges from $15,000 to $20,000 and 
created the office of Court Administrator, with a salary of 
$15,000. Subsistence allowances of $200 a month were 
authorized for all elective officials except the Governor 
and Lieutenant Governor. Legislators’ per diem allow- 
ances were increased from $15 to $25, and the Speaker’s 
salary was raised to $500 a month. Federal social security 
coverage was extended to state employees. The legisla- 
ture submitted constitutional amendments which would 
permit legislative increases of executives’ salaries during 
their terms of office, and would establish a seven-man 
advisory committee to reapportion and redistrict the 
state every ten years if the legislature fails to do so. 

The West Virginia legislature set up a centralized 
Department of Finance and Administration, consisting 
of five divisions—central accounting, budget, purchasing, 
personnel, and general services—under a director ap- 
pointed by the Governor for a six-year term. The di- 
rector will appoint the division heads, to serve at his 
pleasure. Another act established a separate Department 
of Mental Health, under a qualified psychiatrist. The 
legislature replaced the Board of Control with a single 
Commissioner of Public Institutions; substituted a single 
commissioner for the Liquor Control Commission; re- 
organized the State Road Commission; set up a three- 
man board to supervise insurance of all state property; 
and authorized a legislative post-audit of the spending 
units of government. Salary raises included increases 
from $7,500 to $12,000 for the Attorney General and the 
Superintendent of Free Schools; and from $7,200 to 
$11,000 for the Treasurer, Secretary of State, and Com- 
missioner of Agriculture. Increases of from $1,000 to 
$3,000 a year were provided for other department heads 
and officials serving at the pleasure of the Governor. The 
current scale of pay for Circuit Court judges—$9,000 to 
$11,000 a year—was increased by $1,200. 

In Wyoming the legislature consolidated revenue col- 
lecting functions of more than two dozen agencies into a 
single new Department of Revenue, with an appointive 
director. It added a Division of Mental Health to the 
State Health Department; established a Personnel Com- 


mission to classify and standardize state employment; 
and created a Library, Archives and Historical Board to 
manage the statewide library service. Salary increases in- 
clude that of the Governor, from $12,000 to $15,000 a 
year; of other elected officers, from $8,400 to $10,000; 
and of various deputy department chiefs, from $6,000 to 
$7,200. Increases were voted for certain other executive 


In Arizona the legislature increased state aid to junior 

colleges by raising annual grants from $100,000 to 

$150,000 a school. It appropriated approximately $10 

million for a two-year building program at the state 

university and colleges. School districts were authorized 

to establish departments for handicapped student pro- 
ams. 

The Arkansas legislature allotted $44 million to the 
public school fund for the biennium as compared with 
the present level of $29.7 million. Allotments generally 
were increased for the state’s institutions of higher ed- 
ucation. Included was provision of $5.8 million for the 
University of Arkansas, as compared with $3,180,000. 
The legislature raised the maximum interest rate on 
revenue bonds that may be issued by state-supported 
institutions from 4 to 5 per cent. Another act required 
the teaching in every high school of at least a half year 
in Arkansas history and in Arkansas state and local 
government; such courses are not to be prerequisite to 
graduation. The legislature provided that no child shall 
be required to enroll in or attend any school in which 
both white and Negro children are enrolled. 

Colorado’s legislature established a new school founda- 
tion formula requiring 12-mill county levies instead of 
the present 4.5 mills. During the coming year state aid 
will increase about $6 million, to approximately $28.8 
million. State assistance in developing school district 
consolidation plans was provided, as were procedures for 
consolidation. Across-the-board salary increases of $1,000 
were given to state university and college teachers. 

In Georgia the legislature repealed a four-year freeze 
on local contributions to the minimum foundation pro- 
gram. Local levies for this purpose will be raised about 
one-sixth, and the resulting increase, estimated at $3 
million, will be earmarked toward a $100 increase in 
teachers’ salaries. Another act permits transfer of teacher 
credits from other states, provided the states reciprocate, 
and counts all teacher experience in Georgia for comput- 
ing service for retirement purposes. The Governor was 
authorized to suspend compulsory school attendance in 
event of an emergency. A constitutional amendment was 
submitted which would authorize university system 
scholarships for students needing financial assistance. 

In Idaho the legislature increased its biennial appropri- 
ations for school support to $22 million, about $7 million 
over the current level. It extended for two years the 
authority of local districts to bond up to 15 per cent of 
assessed value. Additional legislation increased local levies 
for junior colleges and permitted college dormitory con- 
struction through revenue bond financing. 

The Indiana legislature appropriated $192.7 million 
for public schools and $75.6 million for colleges and 
universities. Included for the public schools is a $4 
million loan from the general fund. Construction ap- 
propriations included $23.5 million for colleges and uni- 
versities. Maximum permissible interest rate on school 
building corporation bonds was increased from 4 to 5 
per cent. 

The Towa legislature appropriated about $14.6 million 
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employees. Per diem allowances for legislators were 
raised from $6 to $12. Salaries of Supreme Court Justices 
were increased from $11,000 to $13,000 a year, and those 
of District Court justices from $9,500 to $11,500. The 
legislature submitted a constitutional amendment which 
would add one justice to the Supreme Court, increasing 
its membership to four. 


a year for general state aid to schools, and $3 million to 
aid school transportation. It adopted an act requiring re- 
organization of schools into districts maintaining twelve 
grades by July 1, 1962. 

In Kansas the legislature raised virtually all school levy 
limits except those for community high schools. It set up 
a state textbook screening committee with power to ap- 
prove books for use in elementary grades; local boards 
may make multiple adoptions from the committee lists. 
State colleges were granted a 10 per cent increase for 
salaries. 

Montana’s legislature appropriated $13.5 million for 
public school support in the biennium, an increase of 
nearly 40 per cent. It permitted local districts to increase 
their budget powers. A statewide total expenditure of 
$31.5 million for schools in the coming school year thus 
was provided. A constitutional amendment was submitted 
to increase local districts’ bonding power for grade and 
high school construction. Total appropriations for in- 
stitutions of higher education were about $10 million for 
the biennium, an increase of more than 100 per cent. 

In Nevada the legislature raised its public school sup- 
port program for the biennium to more than $17 million, 
an increase of about $5.3 million. The raise resulted 
largely from a new state aid formula set up in 1956. 
Another act authorized $2.1 million in revenue bonds for 
university buildings. 

Legislation in New Mexico included approval of estab- 
lishment of community colleges as branches of existing 
colleges or universities. The legislature submitted to the 
people a constitutional amendment that would provide 
for an elected State Board of Education with power to 
appoint a Commissioner of Public Education. 

New York legislation included authorization to school 
districts to issue temporary notes for up to five years in 
expectation of a bond issue. The legislature increased to 
$1,800 the amount that retired members of the teachers’ 
retirement system may earn. State aid was provided to- 
ward hiring of psychologists to work with handicapped 
children in special classes. Affecting higher education, the 
legislature approved for the second time, and cleared for 
the voters, a constitutional amendment authorizing a $250 
million bond issue for state university construction. It 
increased to 4,g00 the number of state scholarships for 
college training and, for future years, pegged the total of 
recipients at 5 per cent of the number of high school 
graduates. The scholarships were placed on a basis by 
which needy students will get relatively larger amounts. 
Another act authorized creation of a non-profit corpora- 
tion to make loans to college students at reasonable in- 
terest rates. Colleges and universities were authorized to 
form membership corporations to provide housing for 
married students; such corporations will be entitled to 
state loans and full tax exemption. 

The Rhode Island legislature increased the state’s con- 
tribution to local school expenses from $17 to $37 per 
pupil a year. The increase is expected to add more than 
$2 million in school aid. The education equalization 
fund, for the benefit of less wealthy towns, was raised 
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from $200,000 to $700,000 for the coming year. Congress 
was memorialized to provide aid for school construction. 
The legislature ratified the New England Interstate Com- 
pact on Higher Education, previously adopted by the 
other New England states. It authorized post-graduate 
courses in education administration, with scholarships, at 
the University of Rhode Island and Rhode Island College 
of Education. 

In Tennessee the legislature voted a record total of 
approximately $229 million for education in the bien- 
nium. An across-the-board pay increase for school teachers 
was included. 

Utah's legislature significantly increased operating and 
building appropriations for the public schools—the largest 
increase an eightfold rise in the uniform school fund. 
The state aid formula was raised from a minimum and 
maximum of $3,450-$4,050 to $4,050-$4,800 per distribu- 
tion unit. Local levies also were increased, and a 12-mill 
local levy for construction was extended for ten years. 
The legislature provided $1.5 million for local construc- 
tion aid. The increase in total operational costs for the 
schools was estimated at some $26.6 million for the bien- 
nium. A new division of vocational rehabilitation was 
created. For the state’s higher education building pro- 
gram, the legislature appropriated more than $6 million. 
It created a thirteen-man Coordinating Board of Higher 
Education. 

The Washington legislature authorized more than $320 
million for the public schools in the biennium. This in- 
cludes about $236 million for basic support, $52 million 
for school construction, and $23.5 million for equaliza- 
tion. The state’s 22,500 school teachers are each to receive 
$505.50 in salary increases, and $94.50 in federal social 
security coverage to be paid by the state. Local school 
districts will match state school construction money 
through their share of motor vehicle excise and cigarette 


tax revenue. The legislature approved state support for 
kindergartens. Additional revenue bonds were authorized 
for the state university. 

West Virginia’s legislature adopted several acts to 
help localities meet school needs. Included was an act 
that permits counties to levy a $10 school tax on each 
adult resident and up to $2.20 for each $500 unit of 
value of transfers of real and personal property—up to a 
maximum levy of $5,000 on any one transfer. Another 
measure requires proof of payment of personal property 
taxes on vehicles before state license plates can be issued. 
Still another provides for a constitutional referendum 
to permit larger special ad valorem taxes. The legislature 
established a teacher training scholarship program of one 
hundred annual awards worth $500 each and raised pen- 
sions of retired teachers by $16, up to an average of 
$100 a month. It approved for referendum a constitu- 
tional amendment that would make the state Superin- 
tendent of Free Schools an appointee of the State Board 
of Education. Tuition maximums at state institutions of 
higher education were increased from $150 to $200 for 
residents and from $350 to $500 for out-of-state students. 

The Wyoming legislature increased its school founda- 
tion program by approximately one-third. It set up a $1 
million emergency school building fund for a lease- 
purchase program by which local school districts may 
rent property financed by the state, with an eye to even- 
tual purchase from the state. The legislature notified 
Congress of its opposition to any extension of federal 
aid to schools. The University of Wyoming was accorded 
additional borrowing power, plus special appropriations 
for additional construction. Another measure created a 
system of state loans of $250 each for 200 promising 
Wyoming high school graduates to help finance their 
college educations. The legislature appropriated $80,000 
to employ additional teachers at community colleges. 


Highway Construction, Maintenance, Administration 


As indicated in the section on Tax and Fiscal Legisla- 
tion, increased outlays for highways figured prominently 
in the record appropriations voted. Specific enactments 
affecting construction, maintenance and administration 
included the following: 

In Arizona, highway construction and administration 
accounted for most of the increase in appropriations. 
The legislature provided for four additional highway 
department buildings, including a laboratory. 

In Arkansas, the legislature increased provisions for 
highways by $67 million for the biennium—the rise to 
be financed from existing highway user taxes and federal 
funds. It revised the method of distributing state high- 
way income in a way that will give cities approximately 
$2.5 million a year in additional income for streets and 
will add materially to county receipts for roads. 

The Georgia legislature voted $63 million in highway 
spending for the fiscal year, an increase of $16 million. 
It gave the Highway Board authority to regulate the size 
and location of access roads within municipalities, and 
provided for appointment of special masters for con- 
demnation proceedings to speed acquisition of rights of 
way. Another act authorized the Highway Department to 
advance the costs of removing and relocating public 
utilities on state aid systems. 

Highway legislation in Indiana included provision for 
the regulation and establishment of procedures for ac- 
quisition of land and property rights for state highways. 
The Highway Department was required to adopt and 
publish a long-range plan for future activities; annual 
publication must be made as to construction intended 


for the coming year, with projects listed in order of 
urgency. 

In Iowa the driver's license and chauffeur’s license fees 
were increased. A compensation tax was reimposed on 
interstate motor carriers, exempting trucks of carriers 
who buy their fair share of Iowa license plates. 

In Maryland the legislature increased highway appro- 
priations from the current $75 million to $83 million for 
fiscal 1958. It set up a revolving fund of $10 million ($2 
million for each of the next five years) to acquire rights 
of way for future use; extended the state’s twelve-year 
construction program for three years, to coincide with 
the federal interstate program; and prohibited erection 
of billboards and advertising signs on Maryland's pro- 
jected northeastern expressway. Vehicle registration fee 
increases enacted in 1953, but never in effect, were re- 
pealed for passenger vehicles and deferred for all inter- 
state trucks and buses. In lieu of these increases the legis- 
lature enacted a road tax on all interstate trucks and 
buses equivalent to the state tax on fuel they use on 
Maryland roads. 

Nevada’s legislature adopted a new basic highway law 
and created a Department of Motor Vehicles. The new 
provisions revise previous highway and road statutes, give 
new powers to the State Highway Engineer, and establish 
a seventeen-man advisory board to consult with officials 
on freeway locations. The new Department of Motor Ve- 
hicles assumes such duties as vehicle and fuel taxation 
and vehicle and driver licensing. 

New Mexico's highway legislation included broad au- 
thorization to the State Highway Commission for con- 


struction of controlled-access highways. 

In North Dakota the legislature reduced its registra- 
tion fee schedule for trucks in excess of 24,000 pounds 
gross weight, and ended reciprocity on trucks over 24,000 
pounds. It adopted legislation for mileage fees according 
to number of axles for out-of-state trucks operating in 
North Dakota; trucks registered in North Dakota will be 
exempt from the fee. 

South Dakota's increases in motor fuel taxes, reported 
under Tax and Fiscal Legislation, are expected to fur- 
nish the state with an additional $3.9 million for roads 
in the biennium and provide counties with more road 
funds. A Department of Motor Vehicles was created, 
combining the functions of the present motor vehicle 
division, financial responsibility administration, and 
driver's permit administration. Maximum permissible 
weights and lengths of trucks were increased to conform 


The Arizona legislature authorized employment and 
equipment of up to twenty-five highway patrolmen and 

rovided for building and equipping a laboratory build- 
ing. Uniform Vehicle Code provisions were enacted con- 
cerning minimum height of automobile head lamps and 
use of auxiliary lamps. A new manslaughter law replaced 
a negligent homicide law. Another act required children 
under 14 to obtain special licenses to operate motor 
scooters or motor bikes. 

In Arkansas drivers’ license fees were increased from 
$1 to $2, the proceeds to go to enlarging the State Police 
Force. School bus safety device requirements were 
strengthened. The legislature enacted the Uniform Ve- 
hicle Code chemical test provision to determine intoxica- 
tion. Uniform Vehicle Code provisions were enacted per- 
mitting more than two head lamps, and another act 
provides that turn signals may be given either by hand 
and arm or by signal lamps. Sale or possession of hy- 
draulic brake fluids which do not meet specifications 
prescribed by the Commissioner of Revenue was made a 
misdemeanor. The Legislative Council was directed to 
conduct a highway safety study. 

Colorado’s legislature strengthened the inspection and 
vehicle equipment laws, increased inspection fees to pro- 
vide for more inspection station funds, and established 
specific inspection procedures and standards; testing and 
approval of automobile equipment devices are to be 
based on standards set by the American Association of 
Motor Vehicle Administrators. Virtually the entire Uni- 
form Vehicle Code lighting equipment section was 
adopted. Another law requires vehicles to stop when 
school buses load or unload. Localities were permitted 
to use “yield-right-of-way” signs. The legislature called 
for a long-range study by the Legislative Council of all 
facets and problems of law relating to highway safety, as 
well as a study of the Justice of the Peace system. 

Georgia’s legislature increased the authorized highway 
patrol from g50 to 500. It raised the financial penalty 
for driving with a suspended or cancelled license, and 
raised liability insurance or bond requirement for driv- 
ers involved in accidents and those wishing to reinstate 
driving privileges. Registration of all motor vehicles 
within three days of purchase was required. The legisla- 
ture authorized courts to retain or transfer to juvenile 
courts jurisdiction over cases involving traffic violations 
by juveniles 16 or over. It required licenses for drivers 
of motor bicycles and scooters and provided that appli- 
cants be at least 14 years old and have parental consent. 
The state's authority to set speed zones at local request 
was extended to apply to unincorporated areas. Uniform 
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with standards of adjoining states. 

In Tennessee sufficient appropriations were voted, 
along with some $go million in bond issue authoriza- 
tions, to continue the present highway program and 
match federal funds to secure maximum benefits from 
the federal road program. Salary advances were author- 
ized for highway engineers and other personnel—a meas- 
ure expected to help deal with shortages in this field. 

In Washington the legislature authorized a record 
$301 million for highways for the biennium. A $75 mil- 
lion highway bond issue also was authorized to accelerate 
construction under the federal interstate program. The 
legislature gave the state jurisdiction over controlled- 
access highways within cities. 

Wyoming enacted a new vehicle tax program, summar- 
ized under Tax and Fiscal Legislation, to help finance 
its expanded highway program. 


Vehicle Code provisions as to minimum mounted height 
for head lamps were approved. A joint legislative com- 
mittee was directed to study traflic laws with a view to 
eliminating ambiguities and recommending additional 
legislation. 

In Idaho the legislature authorized an increase of up 
to ten men in the highway patrol, authorized yield signs, 
and enacted Uniform Vehicle Code provisions on mini- 
mum height for head lamps, use of auxiliary passing 
and driving lamps, identification lamps for vehicles more 
than 80 inches wide, and use of simultaneously flashing 
lights to warn of vehicular hazard. 

The Indiana legislature provided for twenty-five addi- 
tional State Police officers. It reorganized the Justice of 
the Peace system, eliminating fees and fixing the maxi- 
mum number, qualifications and salaries of justices. The 
legislature required examination of all drivers every four 
years—the examination to include test of vision and 
written test on traffic laws. It created a Division of School 
Traffic Safety Education; defined driving permits for 
students enrolled in driver education courses; and made 
all licenses or permits to drivers under 18 probationary— 
subject to revocation on conviction of a moving viola- 
tion that results in injury or pm ones damage. Financial 
responsibility requirements of drivers or owners of motor 
vehicles were increased. Mandatory sentence of two days 
to six months was provided for driving while a license 
is suspended. Other legislation authorized use of yield 
signs and provided that all traffic signals on a state or 
federal highway shall conform to State Highway Depart- 
ment specifications. Uniform Vehicle Code provisions 
enacted include permission to use more than two head 
lamps and lower their previously required height. 

Jowa’s legislature increased the number of state high- 
way patrolmen from 225 to 275, raised patrolmen’s sal- 
aries, set an absolute speed limit of 60 miles per hour 
from sunrise to sunset, and changed the penalty for 
third conviction of drunken driving from three years to 
one to five years in the penitentiary. Financial responsi- 
bility limits were increased. Uniform Vehicle Code pro- 
visions were enacted on use of simultaneously flashing 
lights to warn of a traffic hazard. 

The Kansas legislature established absolute speed lim- 
its for different types of vehicles at different times and 
places. The highway patrol was reorganized and its au- 
thorized complement increased from 147 to 162. The 
legislature authorized yield signs and enacted the Uni- 
form Vehicle Code turn signal requirement. 

Maryland’s legislature provided for eighty additional 
state troopers and for highway patrol salary raises rang- 
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ing from $300 to $1,267. It provided for regulation and 
licensing of driver schools and truck safety testing sta- 
tions; provided for one re-registration of all motor ve- 
hicle operators to clear the “deadwood” from license 
files; and stipulated mandatory revocation of licenses of 
drivers convicted of certain serious offenses in or out of 
the state. The speed limit on dual-lane, limited access 
highways was raised to 60 miles an hour. A Juvenile 
Traffic Court of Baltimore was created, to have original 
and exclusive jurisdiction over persons under 21 charged 
with violation of the motor vehicle laws. 

In Montana the legislature stiffened penalties for driv- 
ing while intoxicated or under the influence of nar- 
cotics. It provided that, following revocation of license, 
the license may be restored on a restricted basis to per- 
mit driving to and from one’s business only. Chemical 
tests for drunkenness were sanctioned and defined. The 
highway patrol was authorized to seize license plates if 
owners do not conform to financial responsibility laws. 
Mandatory revocation of licenses was provided on con- 
viction of manslaughter and failure to stop and render 
aid. Uniform Vehicle Code provisions were enacted as 
to minimum height for head lamps, use of two auxiliary 
driving lamps, and turn signals. 

The Nevada legislature adopted a new uniform “rules 
of the road” trathe law, based on suggested legislation 
recently developed by a subcommittee of the Western 
Interstate Committee on Highway Policy Problems. The 
provisions relate to overtaking and passing, turning, and 
similar procedures. The legislature regulated advertising 
on state highway rights of way. It provided that juveniles 
are to be treated as adults in traffic violation cases and 
provided for licensing of juveniles over 14 to operate 
,»0wer cycles, with parental consent. Regulation of school 
uses serving public schools was extended to buses serv- 
ing private schools. The state’s new Department of Motor 
Vehicles will take over vehicle and driver licensing as 
well as vehicle and motor fuel taxation. 

New Mexico's legislature set a new speed limit of 70 
miles per hour, authorized the State Highway Commis- 
sion to reduce the limit where it deems this necessary, 
and provided that municipalities may reduce speeds. It 
proposed special traffic rules for the State Highway Com- 
mission to use on future controlled-access highways. The 
legislature required that juvenile traffic offenders be 
treated as adults. Minimum mounted height for head 
lamps was set at 20 inches. 

In New York the legislature enacted Uniform Vehicle 
Code rules of the road with some revision, particularly 
as they apply to New York City. “Yield-right-of-way” 
signs were permitted at certain open intersections where 
the standard “Stop” sign is impractical. The Uniform 
Vehicle Code provision permitting more than two head 
lamps was adopted. Filing of duplicate reports on motor 
accidents was required, one of the reports to be returned 
to the locality where the accident occurs. The legislature 
established a limited driver license for persons convicted 
of drunken driving. 

In North Dakota the legislature appropriated $50,000 
from the motor vehicle registration fund for operation 
of a Public Safety Division in the Highway Department. 
It brought the accident reporting law into harmony with 
the Uniform Vehicle Code. Legislation provided that 
licenses of drivers involved in an accident may be sus- 
pended. The legislature defined as “negligent homicide” 
the death of a person within one year after injury that 
results from reckless driving, and made the driver, if 
convicted, subject to one to five years in prison and/or 
fine up to $1,000. The Uniform Vehicle Code provision 
permitting more than two head lamps was enacted, and 
the Legislative Research Committee was directed to 


make a study of motor vehicle laws. 

In South Dakota the legislature—besides creating the 
State Department of Motor Vehicles to handle financial 
responsibility and driver permit administration—strength- 
ened the financial responsibility law, clarified the law 
relating to suspension of drivers’ licenses, and enacted a 
number of other safety measures. These included Uni- 
form Vehicle Code provisions on use of more than two 
head lamps and requiring that vehicles over 80 inches 
wide be equipped with identification and clearance 
lamps. Other acts require use of flashing red lights on 
school buses when stopped and that other vehicles trav- 
eling in either direction stop and remain standing while 
a school bus is receiving or discharging passengers. 

The Tennessee legislature voted an across-the-board 
pay increase for highway patrolmen and increased funds 
to permit adding approximately 100 patrolmen. It au- 
thorized counties above a certain size to establish county 
highway commissions and highway patrols. Legislation 
relating to suspension of drivers’ licenses was strength- 
ened. Juveniles between 14 and 16 were required to have 
licenses in order to operate motor-driven cycles. Uniform 
Vehicle Code provisions relating to use of more than 
two head lamps were enacted. The legislature directed 
the Legislative Council to make studies and recom- 
mendations as to creation of a Department of Motor 
Vehicles and as to Uniform Vehicle Code rules of the road. 

Utah’s highway safety legislation included a driver 
education program under which a $1 tax is to be paid 
when vehicles are registered; from the resulting fund 
local school districts are to be paid $30 for each student 
completing a standard driver education course. The leg- 
islature increased penalties for drunken driving, pro- 
vided chemical test standards for evidence of intoxica- 
tion, and made the fatal injury of a person by a drunken 
driver a felony, punishable by one to ten years in prison. 
Refusal by a driver in an accident to submit to a chemi- 
cal test for drunkenness will mean revocation of license. 
Other enactments provide for more conspicuous marking 
of reduced speed zones, place motor vehicles under pub- 
lic utility regulations which require reporting of acci- 
dents, and require holders of good-until-revoked licenses 
to take eye examinations after issuance of the license 
and every five years thereafter. The traffic code was 
revised to bring it in line with Uniform Vehicle Code 
provisions on safety equipment, and Uniform Vehicle 
Code provisions on two head lamps were enacted. 

The Washington legislature appropriated for an addi- 
tional 159 state patrolmen and authorized further in- 
creases in personnel as vehicle registration and driver 
licenses mount. It enacted a law to license and regulate 
automobile driver training schools and to establish re- 
quirements for driving instructors’ permits. Traffic con- 
trol measures at highway construction sites were strength- 
ened. “Emergency vehicles” are to be equipped with 
sirens and red lights. A highway interim committee, 
studying the causes of accidents, is to make recommenda- 
tions for improving prevention techniques and facilities. 

In West Virginia the legislature authorized counties 
to adopt an elective high school course in driver educa- 
tion and, when adopted, to require behind-the-wheel 
training for students 16 and over. It made chemical test 
results and radar evidence admissible in drunken-driving 
and speeding cases respectively. Another act requires a 
jail sentence of not less than one day nor more than 
six months on first conviction of drunken driving. Un- 
authorized signs and other markings along, on or over 
rights-of-way of roads or highways were prohibited. The 
highway patrol complement was increased by twenty. 
And the legislature reduced the minimum mounted 
height for head lamps to 22 inches. 
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In Arkansas the biennial allotment for the state hos- 
pital fund was increased from $3,720,000 to $5.5 million 
and the allotment for the public welfare fund from 
$9 million to $14.3 million. Amounts were increased for 
individual health institutions. Another act prohibits pay- 
ment by the Welfare Department for support of depend- 
ent children unless parents or persons in charge of them 
furnish satisfactory care for them. Persons receiving wel- 
fare aid for support of dependent children were required 
to report annually to the Welfare Department as to the 
manner in which the children are supported. 

Colorado’s legislature liberalized commitment, cus- 
tody, release and trusteeship procedures for the mentally 
ill. It strengthened the food and drug code and approved 
state regulation of professional nursing. 

Georgia’s enactments included a $2.5 million contin- 
gent appropriation for the state’s share of a new pro- 
gram of hospital care for old-age assistance a 
Provision was made for a new facility for mentally de- 
fective Negro children. Polio injections for school chil- 
dren were required. 

As reported in a section above, Idaho’s legislature estab- 
lished a five-man Board of Health. The legislation pro- 
vided for a board appointed administrator and for a 
physician to be Director of Public Health. The board 
also may name a Director of Mental Health. Increased 
funds were allotted for mental health programs. The 
legislature increased public assistance by $5 per month 
per recipient. 

The Indiana legislature prescribed procedures for ad- 
mission of mental patients to psychiatric hospitals and 
clarified provisions under which mental patients may, be 
placed in family boarding homes. Another act estab- 
lished a section on alcoholism in the Division of Mental 
Health. The legislature created a commission to plan a 
long-range building and treatment program for state 
mental institutions, and to report to the next session. 

Iowa legislation included establishment of a mental 
health research fund of $75,000. Responsibility was fixed 
in the Mental Health Department for licensing, inspec- 
tion and regulation of nursing and custodial homes. ‘The 
Iowa Pharmacy Board was authorized to establish rules 
and regulations for enforcement of the Uniform Nar- 
cotic Drug Act. 

In Kansas the legislature brought chiropractors, osteo- 
paths and doctors of medicine under one licensing 
board, with the requirement that they pass examinations 
in such basic sciences as physiology, anatomy and _biol- 
ogy. A new code governing possession and dispensing of 
narcotics was enacted. 

Maryland's legislature increased the appropriation for 
health and hospitals from $35 million to $39 million for 
fiscal 1958. It provided for certification and regulation 
of psychologists, abolished an examination board oper- 
ated by the Homeopathic Society, and provided that all 
homeopathic applicants for medical licenses be exam- 
ined by the Board of Medical Examiners. Sale of drugs 
or patent medicines in vending machines was prohibited. 

In Montana the legislature enacted the Uniform 
Adoption Law. Studies by the Child Welfare Advisory 
Committee were continued for another two years. 

Nevada’s legislature set up a new vocational rehabilita- 
tion department for the blind in the State Welfare De- 
partment. Another act provided for licensing of group- 
care facilities for aged or handicapped residents. 

New Mexico’s legislation included repeal of the wel- 
fare lien recovery law. The legislature established uni- 
form procedures for licensing boards and provided for 
mandatory premarital blood tests. 


The New York legislature authorized creation of an 
Air Pollution Control Board to attack on a statewide 
basis what was described as an increasingly serious prob- 
lem of atmospheric pollution. It provided for research 
in the Department of Social Welfare designed to reduce 
indigency among the aged, and continued for another 
year a joint legislative committee on problems of the 
aging. Maximum benefits under the cash sickness dis- 
ability program were increased from $40 to $45 per week. 

The North Dakota legislature created a loan fund for 
medical students who agree to practice medicine in the 
state, and authorized a scholarship plan for psychiatrists 
who agree to serve in state hospitals and mental health 
agencies. The state mental health code was modernized 
in a major revision. 

In Rhode Island the legislature ratified the Interstate 
Compact on Mental Health, appropriated $50,000 for 
continued purchase of polio vaccine, and approved an 
appropriation for partial reimbursement to general hos- 
pitals for the cost of hospital facilities available to citi- 
zens of the state. Congress was memorialized to provide 
full social security benefits for women who retire at 62, 
and to establish a Veterans’ Administration Hospital for 
the mentally ill in Rhode Island. 

South Dakota’s legislation included increase of maxi- 
mum aid to the disabled and to the blind from $50 to 
$65 per month, and of aid to dependent children from 
$54 to $75 for an adult and one child. 

The Tennessee legislature increased appropriations to 
extend health services, especially for mental health. Cap- 
ital improvements were authorized. A public assistance 
hospital service fund for the indigent was established. 

Utah’s legislature provided for large expansion in the 
state’s program on alcoholism, and enacted a supporting 
increase in liquor permit fees. It provided for a sight 
conservation consultant, established a new division of vo- 
cational rehabilitatioa, and set up a domestic relations 
counseling service under district courts. Maximum grants 
to welfare recipients were increased, and training pro- 
grams for welfare workers were authorized. 

In Washington—in addition to creating the new Divi- 
sion of Mental Health, reported in an earlier section— 
the legislature liberalized procedures dealing with com- 
mitment of the mentally ill. Programs at the state’s three 
mental hospitals were expanded; this includes acquisi- 
tion of new facilities for juvenile delinquents and _re- 
tarded children. The legislature provided for licensing 
and regulation of boarding homes for the aged. The 
state welfare law’s lien clause was repealed. 

The West Virginia legislature established a separate 
Department of Mental Health under a qualified psychia- 
trist and set his salary at $20,000 a year. It provided for 
expenditure of $3.8 million from general revenues for 
capital improvements in mental hospitals. The Interstate 
Compact on Mental Health was ratified. Another act au- 
thorized the Department of Mental Health to collect $s 
a day—instead of $2 collected previously—from relatives 
responsible for mental health patients who are able to 
pay. If annual collections for any patient are less than 
$100, the county of residence must make up the differ- 
ence. Provision was made to convert the tuberculosis 
sanatorium to a hospital for the chronically ill. The legis- 
lature empowered the Governor to set up a nine-man 
commission to study problems of the aging. And it re- 
quired that the Department of Public Assistance make 
names of aid recipients available for public inspection. 

In Wyoming, as reported in a section above, the Divi- 
sion of Mental Health was added to the State Health 
Department. 
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Conservation and Development of Natural Resources 


Arizona’s legislature inaugurated a state park system, 
to be directed by a seven-man State Parks Board and its 
appointed director. 

Arkansas legislation included creation of a Water Con- 
servation Commission with authority to grant permits 
for construction of dams to conserve surplus water. An- 
other act authorized establishment of regional water 
distribution districts to enter agreements for acquisition 
and use of water stored in multipurpose dams built by 
the federal government. A state irrigation and drainage 
act of 1949 was amended to include watershed improve- 
ments within its scope. The legislature provided for crea- 
tion of districts to construct levee and drainage facilities 
in conjunction with the federal government, and for 
their maintenance after completion. 

Colorado’s legislation, as reported in a previous sec- 
tion, included establishment of a Department of Natural 
Resources to centralize functions of eighteen formerly 
separate agencies. Its director is to be appointed by the 
Governor. Additional legislation set up an eight-man 
Ground-Water Commission with limited powers to aid in 
development of underground water resources. 

In Georgia the legislature created a Water Resources 
Commission for study and fact-finding. It provided the 
State Board of Health with new jurisdiction over water 
pollution and set up an advisory council on water qual- 
ity to assist the board in reducing stream pollution. 

The Idaho legislature rewrote its Soil Conservation 
District Code and established a State Soil Conservation 
Commission. Water improvement districts also were 
created. 

In Indiana the legislature created a law enforcement 
division in the Department of Conservation; gave the 
department certain authority over the operation of water 
wells; and set rules and procedures for establishment of 
conservancy districts. 

Maryland’s legislation included increase of the debt 
limit of political subdivisions ordered by the State De- 
partment of Health to install sewage disposal improve- 
ments in connection with water pollution control 
programs. 

The Nevada legislature established a Department of 
Conservation and Natural Resources with an appointive 
director. 1t assumes duties formerly exercised by several 
other agencies and comprises four divisions concerned, 
respectively, with water resources, state lands, forestry, 
and oil and gas conservation. The department takes over 
duties and employees of the Surveyor General, whose 
office was abolished by constitutional amendment last 
year. The State Engineer was removed from the Public 
Service Commission, and will be in charge of the Water 
Resources Division. He is charged with coordinating 


state studies on supply, development and use of water. 

New Mexico’s legislation included provision for crea- 
tion of watershed districts to obtain federal assistance, 
and authorization of a $2 million bond issue for dam 
construction. 

In New York the legislature modernized and made 
more effective the enforcement provisions of the state 
conservation law. It provided for cooperation with the 
federal government in improvement and maintenance 
of the Hudson River between New York City and Al- 
bany. Among other.acts it provided for establishment 
of county small watershed protection districts, and pro- 
vided means by which local areas can participate under 
the federal Watershed Protection Act. 

A new and modernized act in North Dakota provided 
for creation of water conservation and flood control 
districts. 

South Dakota’s legislature adopted a new watershed 
district act under which procedure for initiating a water- 
shed is under the direction of a local soil conservation 
district or districts. After establishment, a watershed dis- 
trict will be governed by a locally elected board of man- 
agers. The watershed districts will have limited powers 
to tax, levy special assessments, and exercise power of 
eminent domain. 

The Tennessee legislature created a permanent Water 
Resources Commission. 

Utah’s legislature separated the Land Board from the 
Department: of Finance and authorized the board to 
employ a full-time director. The Governor was author- 
ized to join with other states in the Interstate Oil 
Compact. 

Washington’s legislature created a Department of Con- 
servation and Development to handle functions pre- 
viously served by multiple agencies. It includes a Divi- 
sion of Power Resources, which takes over functions 
formerly performed by the State Power Commission, 
now abolished. The legislature also created a Depart- 
ment of Natural Resources, under the administration of 
a board, which includes land and forest matters among 
its functions. And it authorized a five-man Weather 
Modification Board with regulatory functions. 

The Wyoming legislature adopted a comprehensive 
Underground Water Code, effective March 1, 1958. Gen- 
eral authority is vested in the State Engineer for designa- 
tion of underground water areas, their classification, and 
the regulation and beneficial use of percolating water. 
Under the code, advisory committees of divisions con- 
cerned may recommend on determinations of “critical 
areas,” and procedures for appeal and adjudication are 
established. Rights of underground appropriators are 
prescribed, as are priorities in appropriation dates. 


Constitutions and Elections 


Various measures involving constitutional action are 
noted in sections above. Additional acts relating to con- 
stitutions, as well as legislation affecting elections, are 
summarized here. 

The Arkansas legislature submitted for popular vote 
a constitutional amendment that would permit cities 
and counties to levy a tax not to exceed 5 mills, upon 
approval by a majority of the electors, for seeking and 
developing industry. Another amendment submitted 
would prohibit the state from levying an ad valorem tax 
on property; no property tax has in fact been levied 
since 1947. Affecting elections, the legislature required 
all political parties to nominate candidates for United 


States Senate and House and for state, county and dis- 
trict offices at primary elections instead of party conven- 
tions. 

Georgia’s legislature repealed a $25,000 ceiling on leg- 
islative campaign expenditures; reduced to five days the 
prior notice required of intent to vote by absentee bal- 
lot; and sét the hours for all state elections as 7 a.m. to 

In Indiana the legislature provided methods for voter 
registration by otherwise qualified persons confined to 
home or hospital because of illness, injury or quarantine. 
It prohibited the candidacy of any one person at a pri- 
mary election for more than one salaried office. 
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The Maryland legislature completely revised and re- 
codified the state election laws. 

The New York legislature enacted a series of election 
law changes, one of which simplifies many features of 
the permanent personal registration system. For the 
mandatory biennial canvass it substitutes a continuing 
investigation to be completed at least once every five 
years; it is estimated that this will save cities and coun- 
ties as much as $1 million a year. First action was taken 
on a constitutional amendment that would reduce state 
residence requirements with respect to vote for President 
of the United States. 

In Rhode Island the legislature established an Elec- 
tion Laws Commission to study and recommend revisions 
in the election laws. 

The Tennessee legislature called a limited constitu- 
tional convention to pass on lowering the voting age to 
18 and to increase the terms of sheriffs and trustees. 
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The Washington legislature adopted a redistricting 
measure which modifies a 1956 initiative proposal and 
does away with the state’s single at-large Congressional 
seat. Among constitutional amendments submitted to the 
voters, one would provide a commission to reapportion 
and redistrict the state every ten years if the legislature 
fails to act. 

West Virginia's legislature set up a forty-eight-man 
commission on constitutional revision, comprising the 
Governor, the President of the Senate, the Speaker of the 
House, and fifteen members appointed by each of the 
above. The Senate President and Speaker must name 
five from their respective houses. The legislature pro 
vided that each delegate to a national party convention 
name his own alternates, and it abolished elections for 
alternates. 

The Wyoming legislature authorized use of voting ma- 
chines at the discretion of county election officials. 


Additional Interstate Action, Uniform Laws 


A number of enactments for interstate cooperation, 
and legislation in the field of uniform laws, are cited in 
sections above. Additional acts in these areas include the 
following: 

Five of the states that are covered in this report— 
Arkansas, Colorado, Indiana, Nevada and Rhode Is- 
land—ratified the Interstate Compact on _ Juveniles, 
which had been adopted by thirteen states and one terri- 
tory prior to 1957. The compact has four major pur- 
poses: to permit out-of-state supervision of a delinquent 
eligible for probation or parole, who should be sent to 
a state other than the one in which he got into trouble; 
to provide for return to their home states of runaways 
who have not been adjudged delinquent; to provide for 
return of absconders or escapees to the states they left; 
and to authorize agreements for cooperative institution- 
alization of special types of juveniles, such as psychotics 
and defective delinquents. 

The Uniform Gifts to Minors Act was adopted in 
seven of the states—Arizona, Idaho, Maryland, Montana, 
Nevada, West Virginia and Wyoming. 

In Arkansas the legislature authorized the Governor 
to enter into the South Central Interstate Corrections 
Compact with the surrounding states, to provide for care 
of adult women prisoners. 

The Colorado legislature added out-of-state incarcera- 
tion and cooperative return measures to its Interstate 
Compact for the Supervision of Parolees and Proba- 
tioners. 

Maryland adopted the Uniform Preservation of Busi- 
ness Records Act. 

In Nevada the legislature memorialized the Idaho and 
Oregon legislatures to create a joint committee to discuss 
workmen’s compensation questions. 


The New York legislature adopted numerous measures 
of the program of the Joint Legislative Committee on 
Interstate Cooperation. Enactments included the out-of- 
state incarceration amendment to the Compact for the 
Supervision of Parolees and Probationers; an agreement 
on detainers, to provide for orderly disposing of untried 
indictments, informations and complaints which involve 
more than one state; an “‘interlocal cooperation” bill re- 
lating to interlocal agreements among municipalities 
across the state line; amendment of the reciprocal sup- 
port law to clarify it and make interstate enforcement 
of support simpler and more effective. It repealed and 
re-enacted the Interpleader Compact, to conform with 
the latest version developed by the Committee of State 
Officials on Suggested State Legislation of the Council 
of State Governments. 

(Various other enactments in New York and other 
states implemented suggestions of the latter committee.) 

Rhode Island approved inclusion of territories and 
United States possessions in the Compact for Supervision 
of Parolees and Probationers. 

The South Dakota legislature authorized the State 
Board of Charities and Corrections to contract with 
other states for care of institutional patients. 

Washington ratified a compact with Oregon prescrib- 
ing the Columbia River boundary. 

The Wyoming legislature authorized agreements with 
other states for cooperative care, treatment and rehabili- 
tation of juveniles. This legislation corresponds to cer- 
tain provisions of the Interstate Compact on Juveniles. 
The legislature also ratified the out-of-state incarceration 
amendment to the Compact for Supervision of Parolees 
and Probationers. Another act ratified the Bear River 
Compact, previously signed by Idaho and Utah. 


Other Legislation 


Much important legislation was enacted other than in 
the categories dealt with above. 

Numerous enactments affect local government, metro- 
politan areas, and state-local relations. The Arkansas 
legislature provided means by which cities may call elec- 
tions to determine whether they shall be governed by 
the City Manager form of government. It authorized 
creation of City Planning Commissions and authorized 
them to provide for planning, zoning and subdivision 
‘control. Georgia’s legislature authorized joint or separate 
planning commissions for cities and counties. A new 
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Idaho law permits eight of the state’s more populous 
counties to establish land zoning regulations. Indiana 
cities, towns and counties were authorized cooperatively 
to establish unified planning and zoning agencies as an 
optional alternative to separate planning units. In 
Kansas cities and counties were authorized to work to- 
gether in area planning, and greater latitude was offered 
cities and counties as to zoning. The Maryland State 
Planning Commission was authorized to prov ide certain 
planning assistance to municipalities on request. Mon- 
tana sanctioned creation of joint planning boards by 
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cities and counties. Nevada authorized cooperative agree- 
ments among local governments and fire districts. New 
York’s legislature submitted to the voters a constitutional 
amendment that would provide more extensive home 
rule for counties. It also authorized political subdivisions 
to provide mutual assistance and cooperation in com- 
batting natural disasters. In Tennessee the legislature 
permitted consolidated metropolitan governments in 
counties of 200,000 population or more. In another act 
it made the County Manager form of government op- 
tional in any county. The Utah legislature authorized 
“county service areas” to replace numerous single- 
purpose districts, and sanctioned intergovernmental con- 
tracts for fire protection and sewage facilities. Washing- 
ton’s legislature adopted legislation enabling the Seattle 
metropolitan area to establish a Metropolitan District 
Council for solving area problems. And it authorized 
cities and counties to form joint planning agencies and 
air pollution control districts. (See also sections above, 
espec ially Tax and Fiscal Legislation and Education.) 
Significant legislation related to urban renewal and 
housing. The Kansas legislature extended urban re- 
newal laws to apply to all cities. Montana authorized 
establishment of housing authorities for the benefit of 
low income groups. Nevada sanctioned provisions for 
urban renewal. New York permitted owners of 51 
per cent of the acreage in a slum or blighted area to 
select the area as a proposed project for redevelopment. 
In another act it gave preference in public housing proj- 
ects to persons living within one mile of the project. 
New York rent controls on housing were extended an- 
other year. Washington adopted an urban renewal meas- 
ure, authorizing local financing and control to eliminate 
blight. The West Virginia legislature revised its slum 
clearance and development law to include urban renewal. 

Action affecting industrial development included that 
of Arkansas in authorizing formation of a Development 
Finance Corporation to raise funds for promoting in- 
dustrial development; the State Board of Finance is 
authorized to purchase $5 million in bonds issued by the 
corporation and may purchase additional bonds under 
certain circumstances. A Graduate Institute of Tech- 
nology was created at the University of Arkansas to offer 
advanced training in physical sciences as an aid in at- 
tracting basic industries to the state. 

Regulatory legislation affecting business included a 
stronger securities regulation law, a new banking code 
and an intrastate commerce anti-trust law in Colorado; 
prohibition of bait advertising in Maryland; inclusion o 
oil, gas and mineral industries under Montana’s blue sky 
law covering security sales; authority for licensing auto 
dealers in Nevada; banning of professional debt adjust- 
ing in Wyoming; and six bills in New York for regula- 


tion and supervision of all installment sales—with a ceil- 
ing on all credit charges—in the interest of consumer 
protection. Several states—including Arkansas, Rhode 
Island, Washington and West Vieginia—adopted new 
insurance regulation legislation. 

In labor legislation, numerous legislatures increased 
benefits under workmen’s compensation or unemploy- 
ment compensation or both. Among other enactments, 
Colorado extended its fair employment practices law to 
cover private industry; Indiana adopted a right to work 
law; Nevada raised minimum wage levels for girls and 
women; New Mexico raised the minimum wage for 
“service employees” from 60 to 65 cents an hour; New 
York strengthened its law regulating and supervising 
employee welfare funds; and Rhode Island raised the 
minimum wage from go cents to $1 an hour. 

Extensive legislation related to crime control and cor- 
rections, in addition to numerous enactments in those 
categories reported in the section above on interstate 
action and uniform laws. At least five states—Idaho, 
Montana, Nevada, New Mexico and South Dakota 
—made parents liable for damages by juveniles up to 
$300, and a similar act was adopted in West Virginia. 
Other enactments affecting juveniles included an Idaho 
law prohibiting sale to persons under 18 of literature 
based on terror or obscenity, and a New York act pro- 
hibiting “tie-in” sales that force obscene literature on 
news dealers. The Iowa legislature gave the juvenile 
courts jurisdiction over children in private institutions 
and over children who violate a law that involves a 
felony or indictable misdemeanor. Montana’s legislature 
approved funds to start a security reception center at the 
girls’ correctional school. Tennessee established a ju- 
venile probation system. Enactments other than in the 
juvenile field included establishment of a new Nevada 
State Board of Pardons Commissioners, comprising lay 
members. Tennessee’s legislature provided for commit- 
ment, treatment and rehabilitation of sex offenders; it 
also prohibited the Board of Pardons and Paroles from 
paroling any sex offender without a certification from 
the Department of Mental Health that he could be re- 
leased without danger to the public. West Virginia set 
up a procedure for sentencing, committing and control 
of sex offenders, including provision for social, physical 
and mental examination before sentence in cases not in- 
volving the death penalty. Anti-narcotics legislation in- 
cluded increased penalties in Indiana, together with 
provision for protective custody, quarantine and treat- 
ment of convicted addicts; provision in New Mexico for 
possible death sentence in cases of narcotics sales to 
minors; tightening of New York’s penal law on narcotics; 
and provision in North Dakota for sentences up to 30 
years for persons over 21 who sell narcotics to minors. 
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support. Two-thirds of the states have had study 
groups examining their fiscal problems in the past 
year or two. Many of them—like our broadly repre- 
sentative and unanimous committee in Minnesota— 
are showing their willingness to modernize and in- 
vigorate state-local fiscal institutions and to accept 
the higher tax burdens that are bound to accom- 
pany this process in the longer run. 


The South Makes 
Nuclear History 


(Continued from page 144) 


The SREB then conducted an exhaustive study 
on the status and potentials of nuclear development 
in the South in agriculture, atomic power, general 
industrial applications, manpower and education, 
and medicine and public health. This project in- 
volved the efforts of as many as 2,000 persons, the 
SREB reported, and was climaxed by a region-wide 
Work Conference on Nuclear Energy, held in Au- 
gust, 1956, at St. Petersburg, Florida. 

The approximately 160 participants in that 
three-day conference used the data collected in the 
study to develop a series of forty recommendations 
for needed regional and state action. In September, 
1956, the Southern Governors’ Conference reviewed 
these recommendations, endorsed them in _princi- 
ple, and set in motion the machinery of the current 
programs in the region which have begun to make 
history. 

Accepting the recommendation for creation of 
State Nuclear Advisory Committees to implement 
the desired actions at the state level, the Governors 
called also for creation of the Regional Advisory 
Council to help carry out the regional actions. The 
Governors further requested the Council to dele- 
gate to the SREB all actions relating to university 
training and research, a field in which the SREB is 
uniquely qualified. They specified the SREB as the 
fiscal agent for the Council, and recommended as a 
group that the states provide $5,000 each to finance 
the work of the Council. 

The following at-large members were elected by 
the original members of the Regional Advisory 
Council: 

AGRICULTURE—Dr. C. C. Murray, Dean and 

Coordinator, School of Agriculture, University of 

Georgia, Athens, Georgia. 


EDUCATION—Dr. Louis A. Pardue, Vice Presi- 


dent, Virginia Polytechnic Institute, Blacksburg, 
Virginia. 

INDUSTRY—Mr. Edwin L. Jones, President, J. A. 
Jones Construction Company, P. O. Box 966, 
Charlotte 1, North Carolina. 

LABOR—Mr. Edmond M. Boggs, Commissioner of 
Labor and Industry, Commonwealth of Virginia, 
Richmond 14, Virginia. 

MEDICINE—Dr. J. R. Maxfield, Jr., Maxfield 
Clinic-Hospital, 2711 Oak Lawn Avenue, Dallas, 
Texas. 

POWER—Mr. George Kinsman, Vice President, 
Florida Power and Light Company, Miami go, 
Florida. 

PUBLIC HEAL TH—Dr. R. H. Hutcheson, Com- 
missioner of Public Health, State of Tennessee, 
Nashville, Tennessee. 


The sixteen representatives of the Council are: 

ALABAMA-—State Senator Vaughan Hill Robison, 
34 South Perry Street, Montgomery. 

ARKANSAS—Mr. William P. Rock, Executive Sec- 
retary, Arkansas Industrial Development Com- 
mission, State Capitol, Little Rock. 

DELAWARE-Dr. G. Fred Somers, Associate Dean 
and Associate Director, School of Agriculture, 
University of Delaware, Newark. 

FLORIDA—Mr. J. Velma Keen, Chairman, Florida 
Nuclear Development Commission, P. O. Box 
868, Tallahassee. 

GEORGIA~—Mr. Frank H. Neely, Chairman of the 
Board, Rich's, Atlanta. 

KENTUCKY--Dr. R. C. Ernst, Dean, Speed Scien- 
tific School, James Breckinridge Speed Founda- 
tion, University of Louisville, Louisville. 

LOUISIANA—Dr. Richard C. Keen, Professor of 
Physics, Louisiana State University, Baton 
Rouge. 

MARYLAND~—Mr. Henry T. Douglas, Manager, 
New Industry Location, Baltimore Association 
of Commerce, 22 Light Street, Baltimore 2. 

MISSISSIPPI—Mr. J. D. Wise, Wise Motor Com- 
pany, Hazlehurst. 

NORTH CAROLINA~—Mr. W. D. Carmichael, Jr., 
Vice President, University of North Carolina, 
Chapel Hill. 

OKLAHOMA—Dr. Randall T. Klemme, Director, 
Department of Commerce and Industry, Capitol 
Building, Oklahoma City. 

SOUTH CAROLINA—Mr. R. M. Cooper, Direc- 
tor, State Development Board, Columbia. 

TENNESSEE—Mr. Howard P. Preston, President, 
Hamilton National Bank, Knoxville. 

TEXAS—Mr. Frank Norton, Attorney, 512 Mercan- 
tile Securities Building, Dallas. 

VIRGINIA—To be named. 

WEST VIRGINIA—Dr. Irvin Stewart, President, 
West Virginia University, Morgantown. 
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Public Assistance Administration 


(Continued from page 150) 
government. A unilateral change may seriously im- 
pair the relationship, 

INCONSISTENT WITH 1956 ACTION 

In the Association's opinion, the recent action by 
the House of Representatives was inconsistent with 
the objectives of the Social Security amendments of 
1956. These amendments authorized states to use 
administrative funds for an expanded program of 
services directed toward self-support, self-care, and 
maintaining and preserving family life. Further- 
more, the 1956 amendments authorized federal 
funds for essential medical care to five million 
needy persons. These amendments become effective 
on July 1. But in the appropriation bill, as passed 
by the House, on the very day that the states begin 
io carry out these new and heavy responsibilities, 
administrative and service funds to do the job 
would be reduced. The Association subscribes fully 
to the statement by Secretary Folsom that “it would 
be false economy to hold down administrative ex- 
penses which hold the promise of keeping ineligi- 
bles off the public assistance rolls and assisting 
others to become self-sufficient.” 

In urging Congress to continue the open-end 
policy in administrative funds in the present law, 
we pointed out that there is room for improvement 
in the administration of public assistance just as 
there is in any governmental program. We do know, 
however, that as long as the states and localities are 
paying one-half of the total cost of administration 
and service for these programs we have built-in pro- 
tection for federal funds. State and local appropria- 
tions are closely scrutinized by the appropriating 
bodies. We believe that the partnership principle 
set up in the law should be carried out without 
other arbitrary limitations. 

SERVICES AND CONTROL AT STAKE 

Abrupt changes may adversely affect the weltare 
of the five million persons receiving public assis- 
tance. With the rising cost of administration of all 
governmental programs duc to factors beyond the 
immediate control of the states, and with the in- 
creased legislative responsibilities to be assumed as 
ol July 1, 1957, any limitation at this time will work 
hardships in most if not all states. Stafls may have 
to be reduced. Staff services to clients may have to 
be curtailed with little possibility of expanding 
services as provided so clearly in the 1956 amend- 
ments, The adequacy of investigations with regard 
to financial need may be affected, an unsound 
business proposition. In fact, the administration of 
the public assistance programs can only be jeop- 
ardized by such a restrictive step. 


The administration of public assistance as pro- 
vided for in the basic Act makes it possible for the 
individual states to determine the levels at which 
they wish to operate the several programs. In other 
words, the state itself makes the decision with 
regard to the efficiency and effectiveness of its 
administration with the knowledge that the federal 
government will match state funds dollar for dollar. 
Should there be a ceiling placed upon the federal 
appropriation for administrative purposes, it will 
mean that the federal government will tell each 
state how much money it may have for this purpose. 
This in turn means the injection of federal con- 
trols into the state’s administration. There is much 
sentiment throughout the country against the im- 
position of additional federal controls with respect 
to state government. The Association has urged 
that the Senate Committee on Appropriations not 
incorporate, through the imposition of the limita- 
tion as passed by the House, a further control from 
the federal level upon the operation of these state 
programs. 

Ellen Winston, President of the American Public 
Welfare Association, pointed out in her recent testi- 
mony before the Senate Committee on Appropria- 
tions: “For those states which have local adminis- 
tration of public assistance and which have a size- 
able contribution toward local administration from 
city and county governments, a federal ceiling will 
in turn make it necessary for the states to impose 
ceilings upon the counties. In other words this mat- 
ter of control would mean not only more federal 
control of state operations but inevitably more 
state control of local operations.” 

FLEXIBILITY NEEDED 

Thus the philosophy of government and the prin- 
ciples involved in the “closed-end” appropriation 
are found to be of as much or more significance 
than the question of the actual amount of money. 
In reviewing the total situation and the grave prob- 
lems for the states inherent in any change at this 
time, the Association has recommended retention 
of the flexibility so wisely incorporated in the basic 
law, a flexibility which has been tested by twenty- 
two years of experience. 


Taxation and 


Industrial Development 


(Continued from page 149) 


standing capital stock, or worse still, on some such 
a measure but not in any event exceeding a speci- 
fied sum. Such policies except the last were perhaps 
justified at one time by reason of the inefficiency of 


state tax administration. 

At the present time if a capital stock tax is to be 
imposed, it should certainly be determined by the 
actual net market value of the corporate stock 
rather than by par value, book value, or any other 
such crude measuring stick; otherwise economic en- 
terprises will be interfered with by a small but 
harsh discriminatory element in the tax system that 
cannot be justified on any reasonable ground. The 
same general conception applies to other types of 
business taxes. 

7. Efforts should be made to avoid undue tax 
loads on trade to the advantage of industrial enter- 
prise or vice versa. 

Some of our southern states have deliberately or 
unintentionally geared their tax system to discrimi- 
nate in favor of manufacturing as compared with 
commercial enterprise. In a few instances, the con- 
verse of this situation has obtained. Sound tax poli- 
cy, in our judgment, necessitates an attitude of un- 
deviating fairness toward different economic groups 
so that no allegation of “robbing Peter in order to 
pay Paul” can be sustained. Probably the most ob- 
jectionable form of such discrimination is found in 
grants of exemption. But any practice deliberately 
or inadvertently calculated to favor one class of 
economic enterprise at the expense of another 
should be avoided. 


CONCLUSION 


In view of the fact that relative taxation policy 
obtaining in different communities is a condition of 
commercial and industrial development—the meas- 
urement of the influence of which is well nigh im- 
possible—it may be suggested that revenue plans to 
afford the largest inducement to industrial progress 
are merely those assuring a fair tax system. The 
program designed for this purpose cannot be one 
which provides favors at the expense of transporta- 
tion, agriculture, or professional groups but should 
be deliberately calculated to afford a nondiscrimi- 
natory distribution of the tax load among all eco- 
nomic interests in the state. 


Among the States 


(Continued from Inside Front Cover) 


improvement over the past decade, particularly pro- 
nounced since implementation of Kentucky's foundation 
program. The report indicates that of 22,617 teachers 
employed this year in 221 school districts, 60 per cent had 
college degrees. Ten years ago, in 1946-47, 45 per cent 
of the 17,710 teachers had college degrees. 


Traffic Conferences.—Montana and Idaho have both 
conducted recent conferences to make enforcement of 


highway safety programs more effective. Montana State 
Highway Patrol officers met with local police and county 
sheriffs late in May to seek a program by which activities 
of municipal, county and state enforcement ofhcials might 
be merged to produce better results. In Idaho, Earle E. 
Koehler, Commissioner of Law Enforcement, said that 
recent regional meetings on court procedure emphasized 
the need for statewide uniformity in sentencing violators. 
All courts, he said, are to receive copies of a survey on 
how violations are now dealt with, together with a pos- 
sible guide for greater uniformity. 


Midwest Committee on Traffic Safety.—A group of trafhic 
safety officials from Illinois, Indiana, Michigan, Ohio and 
Wisconsin met in Indianapolis on June 7 and discussed 
highway safety problems of concern in their states. Em- 
phasis was on the need for uniformity and interstate: 
cooperation. To further common efforts in this field the 
group established the Midwest Committee on Traffic 
Safety. Othcials of the five states represented at Indianap- 
olis and of Iowa and Kentucky have been invited to 
participate on the committee. Representative Phillip C. 
Johnson of Indiana was elected Chairman. 


Connecticut Highway Safety.—A two-way attack on the 
mounting number of traffic fatalities on Connecticut's 
Merritt Parkway has been announced. First, steel barriers 
will be erected to prevent cars from jumping the center 
strip and thus being involved in head-on collisions. 
These will be installed at the seven most critical fatal 
accident sites on the highway. Second, Governor Abraham 
A. Ribicoff has instructed the State Highway Safety Co- 
ordinating Committee to study the parkway’s accident 
problems and to recommend improvements. The study 
will deal with all phases of traffic safety, enforcement and 
engineering. State Highway Commissioner Newman Ar- 
graves has indicated that the steel barriers will act as 
deflectors, reducing the damage to cars and turning them 
back into the lane in which they were traveling. 


Oklahoma Statehood Anniversary.—Oklahoma in mid- 
June began celebrating its fiftieth anniversary of state- 
hood by opening an International Exposition at Okla- 
homa City. The exposition was scheduled for three weeks, 
but the statewide celebration will continue to November 
16, Statehood Anniversary Day—exactly half a century 
after Oklahoma's admission to the Union in 1907. A 
number of foreign nations had displays in the Interna- 
tional Exposition, held at the State Fair Grounds. A 
“Frontier of Science” building was one of the features, 
and exhibits depicting Oklahoma's history were promi- 
nent. Among many displays was a re-created, two-block 
“Boomtown, U. S. A.,”” comparable to towns born with 
the oil gushers a generation ago. The statewide celebra- 
tion, it is indicated, will have the participation of prac- 
tically every town and community in the state—with 
rodeos and festivities recalling cowboy and Indian days 
among the activities. 
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A Report to the Governors’ Conference—1956 


Government in the typical metropolitan area is a complex maze today: a great many governments for each 
area, without coordination for the metropolis as a whole. The Council of State Governments now has presented 
a book to assist those who wish to transform the maze into orderly and effective government. The States and the 
Metropolitan Problem portrays the problem in its past and current setting. It describes six major devices by which 
citizens and officials have sought to solve the problem and it suggests the extent to which each can be useful. 
It emphasizes three approaches—the metropolitan federation, the urban county and the metropolitan special 
district—as offering outstanding promise. And it underlines specific means by which the states may work with 
local governments and organizations to produce adequate metropolitan solutions. 
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